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Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICH'GAN
ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONdS (SChEAUIE D)....ovvvvrieiririeie ettt sssssess s sssesssssssssessssssssens | sssesseens 3,217,026,015 | .oeoeevereereereireereinens | e 3,217,026,015 |........... 3,120,351,380
2. Stocks (Schedule D):
2.1 Preferred StOCKS. ..ottt essessensns | essesensennens 11,973,420 | oo | e 11,973,420 | ..oooveveene 1,936,632
2.2 COMMON STOCKS.....vurveererrereeisseseisssessessesessesssssssessesssssssesssssssssssessssssnssessessessanes | sessessnes 2,332,481,238 | ..o [ e 2,332,481,238 |........... 1,986,117,475
3. Mortgage loans on real estate (Schedule B):
31 FIESEIIENS. ..ottt | ereneenenenneed 4,250,000 | .ooceeeeeiereiereeens | e 4,250,000 ..o
3.2 Other than firSt IENS.......c..cvuereciiceire s sssseees | serestestsensesinesssessnessneess | ertesiessessnessnesssensnessnees | sroesssesssssssesseseersenens (01 O
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDBIANCES).......ovuiveieeietcieie ettt s s besaesaes | essessesinsas 144,023,412 | oo [ e 144,023,412 | ... 144,307,902
4.2 Properties held for the production of income (less §.......... 0
ENCUIMDIANCES)......eceneereeseeseeseeteesseeseeseesessese e sseesess st ees s st ess st st s essessansestsnes | sesestassssssessessassastnssnssess | sstesssssessessessassnsssnssnssans | sessessssssssessnssessasssens 0 [
4.3 Properties held for sale (less §.......... 0 ENCUMDBIANCES)......ceuerveieeineeneereieireeins | reeeeseessssseseesssssssessseens | cessessssssessessessassssssssnsss | sessessessssssssssssessassasenns (0] 8,600,621
5. Cash ($....(96,946,788), Schedule E-Part 1), cash equivalents ($.....39,999,111,
Schedule E-Part 2) and short-term investments ($.....571,816,412, Schedule DA)....... | .cccoeuurnn. 514,868,735 [ ..ocveveeeeereereeeieerins | e 514,868,735 | .............. 461,312,564
6. Contract loans (including §.......... 0 PIEMIUM NOES)....vvveevierieieeeieiseeesessesesiessetesesees | cevessesissessesissessesssessesns | sressessesissssssssssssessssssess | sesesesesssssessssssessssnees (0 T
7. DerivatiVes (SChEAUIE DB)..........c.cveeeeicieeieieis et ssses s sssses s s sssssssssns | essesessssesssessesssesssssnsns | sesessesssssssessessssesssssssesins | sossessessssessessssessesssseses (0 T
8.  Otherinvested assets (SChedulg BA)............cccoveveveieeieiieeieeeeeeseesee e senas | cveriesessnns 284,518,884 | ......coovevererveereeiiiees | e 284,518,884 | .............. 258,240,403
9. ReCEIVADIES fOr SBCUMLIES. .........cvieiececeicte ettt ssassae e | ereesssassessssaena 498,052 [ ..o | e 498,052 | ...ocoveverireran 472,570
10.  Securities lending reinvested collateral assets (Schedule DL)...........ccooveveeveeeveevvevereens [ cevvevsieienns 17,620,770 | oo | cverierereninns 17,620,770 | ..cocvernee, 27,654,579
11, Aggregate Write-ins for INVESIEd @SSELS..........cveuriverrrieieisiessse e seseesesessessssens | rrssnsssssssssssessansanssseans {0 [0 { R 0
12.  Subtotals, cash and invested assets (LINES 110 11)......ccoveveveeerevereeeeeeeeeeeeeeeeen | e 6,527,260,526 | ....covvvrerererierrieinnns [0 I 6,527,260,526 | ........... 6,008,994,126
13. Title plants less §.......... 0 charged off (for Title INSUIEIS ONIY).......evevrveererrerririeissinnes | eernsesseseessesessesssssssseess | snsssssseessssessesssnsssssnssnses | sessessesssnssssessessassnsnns (0 U
14.  Investment income due and ACCTUE...........c.ceueiieeeirieieieieeie e | cessesessssnsees 27,572,395 | ..o 26,655 | ...coocernnn 27,545,740 | .....ccuunee. 29,964,313
15.  Premiums and considerations:
15.1 Uncollected premiums and agents' balances in the course of collection............. | oovveeeeee 8,194,147 | i | e 48,194,147 | oo 117,195,000
15.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled PremiuMS).........covrrves | cevrrenreneireeeinenenriieens | errreensieesssssesensisseeenns | ceeesressseseesesessesssseees (0 OO
15.3  AcCrued retroSPECtiVEe PrEMIUMS.........cvuururrereerereeeeseeseessseseeeeeesessessssssessssessenes | sessesssssssssessessessessssssnsses | sessesssssnssessessessssssnssessns | sesessesssssssssessessessassnes (0 OO
16. Reinsurance:
16.1  Amounts recoverable from FEINSUTETS.............vririiriiiiniieriessesiessessesienins | oreesseesnessssesseeseeseesies | neessessnessnssssssssssssesins | resenesinessnessssssssssessnns (01 N
16.2 Funds held by or deposited with reinsured COMPANIES............cccveeviriveiieirieiiens [ e | e | cressesissesses s snans 0 [
16.3 Other amounts receivable under reinSUraNCE CONMTACES.............cuuuruucriermeerieeriens | creesrineinrissiesiesiesies | coreessesssssssssssssesessesins | resenesinessnessssssssssessnns (01 RN
17. Amounts receivable relating to uninsured plans..............ccocevevviereeieeeiceese s | e 143,698,557 |...ccovvvevrerrnen. 535,334 | ..oovernn 143,163,223 | ...covvvevnnes 80,417,630
18.1 Current federal and foreign income tax recoverable and interest theron............ccccccee. | coeverrieiciieiesieiieins e | e (V1 10,553,783
18.2 Net deferred tax @SSet.........coviiiiiiiriirrrr s nnes | sesieeeniienes 99,855,251 | ..o [ e 99,855,251 | ....cccevenee 103,627,718
19.  Guaranty funds receivable OF ON AEPOSIL...........coueviiiveireieieie et sessssesens | cressssssesiesessesssssssessessnss | essessessssessessssessessssessenas | sressessssessesissessessssnsns 0 [
20. Electronic data processing equipment and SOftWare..............cccveevevevereiveereiesieiens | cvvveiieiienns 272,429,615 | ....cvue. 234,395,513 | ..cooovirnn 38,034,102 | ..cvvverreae. 23,060,645
21.  Furniture and equipment, including health care delivery assets (§.......... (0) USSR SRR 10,522,107 | ..cvvvrrrnnee 10,522,107 | oo (0 T
22. Net adjustment in assets and liabilities due to foreign exchange rates..........ccocveveies | coveiriiriieiiesieesieeens [ | e (0 T
23. Receivables from parent, subsidiaries and affiliates.............ccevervieieririeiesieiesiiens | e 100,963,203 |...ooovevireieiesieesiens [ e 100,963,203 |......cooevvees 88,506,933
24. Health care ($.....107,806,845) and other amounts receivable.............c..coocuvevveveerreres | coeerirerenns 121,091,750 | .covvrrerrne. 2,828,817 | .o 118,262,933 | ...cocovvvne. 130,660,127
25.  Aggregate write-ins for other than invested assets...........ocvvieceieiesiseieeiens | s 403,274,435 | ...ccovvernnns 37,107,568 | .............. 366,166,867 | ............. 368,594,985
26. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 1210 25)......vuvererereeereseneireieesesstsseseesssessssssssssssessessesssssssssness | sessesennes 7,754,861,986 | .............. 285,415,994 | ........... 7,469,445992 | ........... 6,961,575,260
27. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS............. | vreerrereerrurinrneineneinees [ cerneineinsieesensensessiesees | coreressnsssssssesssssssnssneens (01
28. TOTALS (LINES 26 @NA 27).......covereeerrireieineereiseeseesseseessessssessssssessessesssssssssssssssessasssnss | sessesens 7,754,861,986 | .............. 285,415,994 | ........... 7,469,445992 | ........... 6,961,575,260
DETAILS OF WRITE-INS

1198. Summary of remaining write-ins for Line 11 from overflow page..........cccocovvveviinienns | covveenesieeeneseinns (01 RN 0

1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 @bOVE)......cceuerrerrerrrnrnrrnminseseessnennens | conmessmssessmsnssnessesersness0 | conminnensmsnsssssessessenes 0

2501. Miscellaneous Accounts Receivable.... ..13,480,880 |.

2502. Prepaid and Other Assets 10,004,542

2503. Interim Receivable from ProVIErS. ..o 13,558,526

2598. Summary of remaining write-ins for Line 25 from overflow page..........ccoeeveeveveiens | coevversieiserenins 63,620 | ..coevirerernnn. 63,620 | ..o 0 [ 0
2599. Totals (Lines 2501 thru 2503 plus 2598) (Line 25 @DOVE)........cverveurrerminsreimessrensrinnninns | coneeneenees 403,274,435 | ..o 37,107,568 | .........co... 366,166,867 | .......co..... 368,594,985




Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICH'GAN
LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less $..........0 reinsurance ceded)..........c.uwwverrereremmrrenerenmenineneens | weneereenens 604,668,496 | .......ooverrrrieriierineni | e, 604,668,496 | .............. 550,016,080
2. Accrued medical incentive pool and bonus amounts............cccceevienniriesniieiecns | cvieirininines 29,681,987 | ..o | e 29,681,987 | ....coveee 27,300,811
3. Unpaid claims adjustment XPENSES.........ccvvurvrrriririririeieieeeesssesessssesessssesees | evveessseseenes 86,574,329 | ..o | s 86,574,329 | ....ccoovnnee. 74,008,263
4. Aggregate health policy reserves, including the liability of $.......... 0 for
medical loss ratio rebate per the Public Health Service Act..........ccovivvvvrenivneins | cvieireins 765,363,027 | ..ocveveverierereiieeeieees | e, 765,363,027 | .............. 860,916,826
5. AQQregate life POIICY FESEIVES. ......c.cviurueiireieirireieieiiietsee ettt sssesesees | saessesessssssesessssssesessssesess | esessesessssssesessssesessssssesns | setessssesssssssesessnsesessnns [0
6.  Property/casualty unearned PremilUm MESEIVE. .........uueureureriereiiirsrereriesessirerenenss | ceriessnsessnesessesissinessesses | reeersessessnsssssessessessnsens | sevseerersessessnssssessessens (01 R
7. Aggregate health ClIaim MESEIVES..........ciieiiriciriceie et snes | seetesesessssesessssssesessssesess | ebessesessssssssessssesesssssseses | sebessssesesssssesesssesessnns [0
8. Premiums received in @dVANCE..........c.covvivericueieiereieseete e esenns | evessssesesssnns 3,482,088 | ..o | e 3,482,088 | .....ccoenn. 5,203,048
9. General expenses dUE OF @CCTUE..........covevueeieeireiireieissies et ssssessesssens | stesessssenns 279,949,812 | coovieiieieeeeeeerceeen | e 279,949,812 | .............. 219,330,523
10.1 Current federal and foreign income tax payable and interest thereon
(including §.......... 0 on realized capital gains (I0SSES)).......orvrerrerrrreierrrnieisrerienes | crevrriererens 14,848,791 | .ooveeieeeseesreieens | e 14,848,791 | ..o
10.2 Net deferred tax lADIlIY...........ovirerecrcec s | creeinsiee e sesenees | sreeesssseenetessesessssesetnens | eeeressesenseeseneesnsennd [0 T
11, Ceded reinsurance premiums Payable...........cccoveuienireiinrneisseiesesesssssseseens | coesesessesnsnens 1,739,898 | .o | e 1,739,898 | ..cevve 1,739,898
12. Amounts withheld or retained for the account of Others...........cccoevveviveceiicccinns | overeiienenns 18,002,020 | ...ooveveverereeireeirieieenns | eeiviisieienns 18,002,020 | ...coovverneee 19,630,158
13.  Remittances and items Not @lloCatEd..........c.cvevvvcviiciiiiicceccces e | e 9,731,988 | ..o | e, 9,731,988 | ..ccovrvnnee 12,774,095
14.  Borrowed money (including $.......... 0 current) and interest
thereon $.....828,407 (including §.......... 0 CUITENE)...vveesee e | cernnienns 1,061,956,767 | ..ovovveeeieeireeeeeeeeeenenes | e 1,061,956,761 | ........... 1,098,570,405
15. Amounts due to parent, subsidiaries and affiliates..........c.ccoeuverrirrnrrirriirineiines | e 50,367,059 | ...ovvereerrirriericrincninens | v 50,367,059 | ....cocoverenes 51,755,461
16, DEIIVAHVES. ...ovoveevisceeeiieeseesei st ent s | eeesseens st es st nns | sesresseen et | et (O R
17, Payable fOr SECUMHIES. ... ..rverreerreiereiereieeeeeeseeiiseesse e sessssssssseessssnees | cesneesessssnnees 2,075,299 | .ooooceieeineeneeeseennene | e 2,075,299 | oo 49,904
18.  Payable for Securities [ENING............ovvveevirrriineririinernereeieriresiseseseesienees | e 17,620,770 | ..oovverveneriereeninenie | i, 17,620,770 | ..cooevvenee 27,654,579
19.
...................................................................................................... (O R
20. Reinsurance in unauthorized and certified ($..........0) COMPANIES..........cvvererrrrires | cerrrriierinerinerenseineeens | rreessnesissesiesesesssesssees | sereseesseeessssssssssseens (0
21.  Net adjustments in assets and liabilities due to foreign eXChaNGE Fates...........v.ivee | cerrreerrrinriinerenrineeens | roveeeesinessnsssnesssesssens | seveseessssssssessssssnsenns (1
22. Liability for amounts held under uninsured plans...........ccooeeeieennineniesnens | eveeereenins 403,635,567 | ..ocvoveiiieiiieieciienieeen | e 403,635,567 | .............. 218,380,702
23.  Aggregate write-ins for other liabilities (including $.......... 0 cUment).....ceevreeeennne | e 1,059,150,833 | ....oviiirnrrircicinead 0] o 1,059,150,833 | ........... 1,004,592,555
24, Total liabilities (LINES 110 23)......cuivvrrrercrierierinerieeinerieesisesssssiesssenssesenes | eeeerennes 4,408,848,725 | ....ovvrvrirericricnid (U R 4,408,848,725 | ........... 4,171,923,308
25.  Aggregate write-ins for special SUrPIUS fUNDS...........cceeiirrnircrnininereeresnees | e ) 0,9, CONRRNITS IR D 0,9, ORI BRI [0 I 0
26.  CommON CaPItal SEOCK. ........cviveveiiiieiiesiieieisee ettt | srresesenees ) 0.9 TN T XXX oieirrieiieins [evnnnenssneseseesnens | v
27.  Preferred capital StOCK.........cvuriiurieieieicierie e | sereeeennen ) 0.9 R XXXotirieteieiien | e esssesnnnnes | crerensesssessssese s
28.  Gross paid in and contributed SUMPIUS..........cccveievieieieinie e sniens | erreseinnens )., 0, SO (NS XXXttt | rererrreenneeeseennnnes | e
29. Surplus notes...
30. Aggregate write-ins for other than special surplus funds.............cccoovereviereinienies | voereinnens ). 0. SO (NS XXXttt | e [0 RN 0
31, Unassigned funds (SUMPIUS).........ccrererrreereurireieinieieisensieesesssseeseessseesesssseesessssessens | seseesesseens ). 0.9 G ). 0.9 R S 3,060,597,267 | ........... 2,789,651,952
32. Less treasury stock at cost:
32.1 .....0.000 shares common (value included in Line 26 §.......... (1) ORI ) 0.9, G R XXXt trteteiriies | e essssesinnnes | creresseesesss s
32.2 .....0.000 shares preferred (value included in Line 27 §.......... (0) SO
33. Total capital and surplus (Lines 25 to 31 minus Lin€ 32).........ccccovvveviveeeereinnnns | ceeieiinnnns D90 G D.9.9 G 3,060,597,267 | ........... 2,789,651,952
34. Total liabilities, capital and surplus (Lines 24 and 33)..........ccovevrvennneneeenees | ceeereinnens D, 9,0 S I D,9.0, G IS 7,469,445992 | ........... 6,961,575,260
DETAILS OF WRITE-INS
2301. Postretirement LIGbIlIHES. ...........vceuerrrmereemerirerrireserieeesensseessseeseessesssesssssesas | eoseessseens 810,420,225 | .....vvoovreerenerienriinies | eereeeineeens 810,420,225 | .............. 769,925,741
2302. Liability for Uncashed ChECKS...........c.uureeriiiiieesiesisecisecisesseessesessees | eveeresenenenens 8,705,526 | .....ovvervrrienriericricnins | v 8,705,526 | ...ccoovvvvnene 11,347,869
2303. Interim Payable t0 PrOVIAETS.............vreruerrmereerirriieeesensieesssseseessssessessesssnnes | eoseessceens 111,270,274 | oo | ceveeeeienns 11,270,274 | ... 131,979,820
2398. Summary of remaining write-ins for Line 23 from overflow page..........cccccovvvvvcnicns | voviveininns 128,754,808 | ......ccovvverrriireinnd (01 I 128,754,808 | .....ccoce.. 91,339,125
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @DOVE).........rvererercrmnmrereninnnne | onvernees 1,059,150,833 | ...ooiviencrirrninerind 0] e, 1,059,150,833 | ........... 1,004,592,555
2501.
2502.
2503, oottt ennnnn | srtineesiees )90 SR R D90 R ST PR
2598. Summary of remaining write-ins for Line 25 from overflow page...........ccccooveeeviies | cerrevrinnn. ) 0.0 TN U XXX ooeiirierens [ e [0 TR 0
2599. Totals (Lines 2501 thru 2503 plus 2598) (Line 25 8bOVE).......coveereereereenrernsinnanee | orreenneens 0.0 N I D N ISR [0 0
3001.
3002.
3003.
3098. Summary of remaining write-ins for Line 30 from overflow page..........cccoocvvenevees | covvevnennee ) 0.9 R R D0 R SRR [0 N 0
3099. Totals (Lines 3001 thru 3003 plus 3098) (Line 30 @bOVE)......ccoeirrerierrarrriarnis | wrerersnnans 0.0 SN I XXX rvrrieriens | e [0 P 0




Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICH'GAN
STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MEMDEN MONENS. ... ss st etensens | eesssessssssens D N FETTTR 17,796,250 | ..oovvviirinnnns 17,946,160
2. Net premium income (including §.......... 0 non-health premium iNCOME)..........cceveveveevrrrerereeins | cevverereernnas XXX oo | e, 6,319,342,469 | .................. 6,439,147,298
3. Change in unearned premium reserves and reserve for rate Credits............overnrerrerencneerens | ovveneennenens ). 0 GO [P 58,910,622 | ....ovvvvvereirenne (43,749,540)
4. Fee-for-service (net of §.......... 0 MEAICal EXPENSES).....vrrererirrrrereeseereersssnsisssssessssesssssssssssseess | ssessssssseseens XXX oevevivreiieieies | erreseiesiese s ssssse s sssseses | sevessessesessessess st saesnnas
B RISKTBVEBNUE. ...ttt | coenenetnenenes XXX ettireirersinees | reeeeneieiseseseesesesnsessseesesseseens | seeessssessesssseessases s snesssseeenas
6.  Aggregate write-ins for other health care related reVENUES...........c.oeuvereereereereinincneineireeeeeens | cveereeneeeens ) .0 SO PSR 34,432,084 | ..o 0
7. Aggregate write-ins for other non-health reVENUES............oerurieririnrirrreseeneeeseeeeeneinees | creeesnesseseens XXX oiirirsrnrenninns | eveeseenssesnenssessenssesssensenns 0 | e 0
8. Total reVENUES (LINES 210 7)...e.oevecveeeierie ettt ssesenaenanns | ebessesasssanes XXX evieevevennn | eveennnnnnnn.6,412,685,175 | oo 6,395,397,758
Hospital and Medical:
9. Hospital/MediCal DENEILS............cocviveieiceicetc e sbeses | staesssssssessssssesssssssesessessesssns | sressessessssena 4,581,182,879 | ..ovvvevrrnen 4,547,485,953
10, Other ProfeSSIONal SEIVICES.........cccvuiuiviiiiiiieiicicteie ettt ettt bssse s bens | avsssesssssssssessessssessessssessessnsens | sbessesessssesnsns 100,049,300 | ...coovvvevernnee 103,071,096
11, OULSIAR TEIEITAIS. ..ottt | sebee b e e bbbttt | sesbsent st st bbb bbb ses | etbeeeb s b es b st sttt nis
12, EMeErgency room @Nd OUE-0f-8IBa............cccviuivuiiiveieeieieie ettt st stes e ses e snes | setessessssessesssssssesssssssessessssessns | sbssessesssessessssassesssessessesnsans | sresssssssessssassesssssssessnsassesssanes
13, PIESCHPHON AIUGS.....cvuivevicviieictieeteee ettt s bbbt st | avsebssesssssssessesssssstesssbessessnsens | sbessessssessesansns 868,739,945 | ....ocvvvrer 861,558,346
14.  Aggregate write-ins for other hospital and MEdICal............ccccvcueieiiiiiiiceeceee s | e 0 | oo 0 | e 0
15.  Incentive pool, withhold adjustments and boNUS @MOUNES..............ccccueicuriciicieieiceesiciesies | e sssssiessnens | cresssseesisssssesineas 48,895,114 | oo 44,730,011
16, SUDLOLAl (LINES 910 15)....cvimuieercrirriseceieri i eess st ss st nenins | sesbsesssssess st (I I 5,598,867,238 | ......ccoorvvvene. 5,556,845,406
Less:
17, Nt TEINSUIANCE TECOVETIES. ........ouveuiirierriisriiriieiesise st ses st ebiens | shmiens sttt nt b senbsens | sebbsnnt s snne s snnisns st ententens | eosnisensssnsnsnsnsisnssa 278,423
18. Total hospital and medical (LINES 16 MINUS 17).......c.cueiririiereiiieieiesie et ssssessessas | evsessssesessssessssssessesssessns (01 5,598,867,238 | .....ccooevuvee. 5,556,566,983
19, NON-NEAIN ClAIMS (NEL).....cociiviiieiciie ettt se s | sebessesssessesssssssesssssssessessntesses | ebsesessesnsassessebanses e sessessesnsans | ssebsnssssessesastes et sntes et st es e banes
20. Claims adjustment expenses, including $.....144,446,522 cost cONtaiNMENt EXPENSES......ccvvv. | wormreeemmeresmeeeesseesssneressnenes | ceesmeeressesessnns 340,387,526 | ...oovverieriinnn 301,665,387
21.  General administrative expenses 731,052,409 | ...ovvvirinns 649,105,046
22. Increase in reserves for life and accident and health contracts including $. .
INCrease in reSrves fOr life ONIY)........ccoiieiieee et | fessssessessssessessssessessnsessessnsenss | srsssesssssssessesnes (36,643,753) | ..oovericririnnes (63,103,000)
23. Total underwriting deductions (LINES 18 throUgh 22)...........c.euiriieiiieieieieesisiessieseissiens | srerisiesesssssssessssssassessssenses 0] e, 6,633,663,420 | ....cccoenneen. 6,444,234 ,416
24, Net underwriting gain or (10SS) (LINES 8 MINUS 23)........crvueuerirereiriinieissiniesssiesessssessesssssssenss | sersssesessseas XXX eoetiesrerirninnes | avrererssiesennes (220,978,245 | ...cooovveriririnnns (48,836,658)
25.  Net investment income earned (Exhibit of Net Investment INCOmME, LINE 17).......cucvivieriiriies | e sssssesens | cevsssesssssssesnnens 158,127,747 | oo 163,500,136
26. Net realized capital gains or (losses) less capital gains tax of $.....30,403,783..........cccoovevveiies | corisriisiisiisissssssiessiessesssiens | sesresssssssssssasenas 94,722,072 | oo, 35,820,946
27. Net investment gains or (I0SSES) (LINES 25 PIUS 26).........ccviveeereiriieereiieeiesiereeiseieiessssesesies | evrereressiesssessesesssssesesssenns (O I 252,849,819 | ...cocevevreinnnns 199,321,082
28. Net gain or (loss) from agents' or premium balances charged off [(amount recovered
I 0) (amount charged off $.......... 0] OO OO RTUR OSSO
29. Aggregate write-ins for other iNCOME OF EXPENSES..........cccevicvireiieeieeerereise s sssseresens | ovreresssssesssssesesssssesesssenes [ (268,260) | ...ccvvvverienenen (36,115,603)
30. Netincome or (loss) after capital gains tax and before all other federal income taxes
(Lines 24 plus 27 plUS 28 PIUS 29).........cccreririreirrierriersiessseseseessesssesssesssesssssssessssnenes | osessesesnnes XXX evieerinerinnes | eeveereeerinenennns 31,603,315 | oo 114,368,821
31.  Federal and foreign iNCOME taXxes iNCUITE...........cvvveveeriveieiereeieietes et ssssssenes | ersssersnsnnas XXX oo | e 34,152,745 | ..o 74,357 413
32. Netincome (10SS) (LINES 30 MINUS 31)....vcviveveeirieieriesieiesstesesssres s sssses et ses s sssssasssnsss | cevessesssinaas D 0.0 U RO (2,549,430) | wovovvveererrinns 40,011,408
DETAILS OF WRITE-INS
0601. Michigan ClaIMS TaX.......cc.ucverrrumerireriseeeserseessesssesssesssesssessssessssesssesssesssesssssssssssssssnns | evesesssessnns ), 9.0 SRR IOV 34,432,084 | ..o
0B02. ..coooeereeeeesess ettt | erernene e XXX evirveiinerinnen | eoreeemieesmnsesinessssenssessssssseens | coeessesessseesssssssessssesssessessons
0B03. ..ottt Rt | erirenene e XXX trtreeirnerinees | s | oressnessisesssess s
0698. Summary of remaining write-ins for Line 6 from overflow Page.........co.ovevernrnrirrininsensnninees | convenneseeeens XXX eeirereineensinnns | vvereeeeisseisisse s [0 U 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LinNe 6 @DOVE).......crvruruiireireenirinncrensisesnessisssreneee | coereeseerenas XXX eironerenerenens | evvesnesnesnensseens 34,432,084 | ..o 0
07070, Rttt n st enns | Setenseseanes XXX oritiriieesinees | vreeeneisinesessenssessesssesseesssesns | seeessssesssssssessessessssesssesseseens
0702, ettt | erisente s XXX trtreeiinerinees | eeesinenieesnesiessssesssesseens | oreeieesisesssssss s
0703, e ARttt nns | Setensenneaees XXX tieireirersinees | reeeeseineineseseesenesssesssessesseseens | seeessssessssssesssssessssesnesssseeeens
0798. Summary of remaining write-ins for Line 7 from overflow page...........ccovuvveiereveeierncenenins | vrverieriennns XXX oetirrereisniens | veveressiesessese s [0 TR 0
0799. Totals (Lines 0701 thru 0703 plus 0798) (LINE 7 @DOVE)......verurerrenrermesrersesrssrssnessessesssssnssness | erssssssseseens XXX oeirersenrennnnns | ereeneeensesssnnsesssnsesenensens 0 | e 0
1401.
1402.
1403. ol
1498. Summary of remaining write-ins for Line 14 from oVerflow page...........c.cocueueueericrencrinernens | eorereerieeieeieeiseceeeenseeeees (O OO (0 N 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (LINE 14 @DOVE).......ceiuiieriiierieissieisissiesisrssssnsersnees | orseesssesessssessesssesssessssassens [0 [0 RN 0
2901, MiSCEIANEOUS INCOME.........ooieiecerireireiieceseieis ettt bbbt enss | Hressessastessssssessessessastneessessans | srestessssssssessessasenns (268,260) | ..vovenveeereireenn (36,115,603)
2902.
2903.
2998. Summary of remaining write-ins for Line 29 from overflow page...........cccoueueveviceieceeiiiees | e 0 [ oo 0 | o 0
2999. Totals (Lines 2901 thru 2903 plus 2998) (LiNe 29 BDOVE).........cvuruirumererirmierisensseisssenssssenesens | sersssssssssssssensssessssnessssesnens (O IR (268,260) | .....cvvoncrvrerinnes (36,115,603)




Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

STATEMENT OF REVENUE AND EXPENSES (Continued)

45.

B4 P Ittt
44.2 Transferred from surplus (StOCK DIVIAENG)...........covvevriiiieieiieieie ettt
44.3 TranSTErrEd 10 SUMPIUS.......co.cveivieeieciiee ettt st bbb bbb a e
Surplus adjustments:

A5.1 P Nttt
45.2 Transferred to capital (StOCK DIVIAEN)...........cvieiiiiieieiieiee ettt en

45.3 Transferred from capital

2

CAPITAL AND SURPLUS ACCOUNT Current Year Prior Year
33, Capital and surplus prior rePOItiNG PEOM..........evurvirereiriierieiietes ettt asss st be s s bes s es s ssssssesssssssessssnes | eesessessssessesan 2,789,651,952 | .....ccccuevnee. 2,759,467,557
34, Netincome OF (I0SS) fTOM LINE 32........ciieiieiirieirisiiesississie sttt st ss st ssessesssnsssssessansensnes | sessessessossasssnssness (2,549,430) | ..voverirrireienenns 40,011,408
35.  Change in valuation basis of aggregate policy @nd ClaIM MESEIVES..........c.viierierrirrieiseireeseensee st ssesssssssssessesssstes | sressesssssssssssessessassssssessassassns | sessssssssessessessssssssessassssnsneses
36. Change in net unrealized capital gains and (losses) less capital gains tax of $......... 0uerererereeeeseeeesereesensseeneennns | eveeneenenennnen 281,899,223 | i 75,558,503
37.  Change in net unrealized foreign exchange capital Gain OF (I0SS).........cvwururirirrrirririeieeereessesses s ssessessssssessessasts | sressessssssesssssessessassssssessassessns | sesssssessessessasssssessessassssnssnses
38.  Change in Net deferred INCOME taX.........cviuiiucieiiiiireie ettt sttt snsessesanss | oevessesssessesnsanes 29,300,098 | ..cocveverereiereiens 76,748,682
39.  Change in NONAAMILEA @SSELS............curuurireeeerrieieis et es ettt s st et s bt s st sestensentns | seseisessessessasennsanes 7,713,918 | oo (192,897,813)
40. Change in unauthorized and CEMtifIET FBINSUIANCE. ...........ovurerrirrirrereerresees st esss et et sse s st s et st essantas | sressssnsssessssessassansssssessassassans | sessessessessssassnssessessasssssnssnees
41, CRANGE IN FEASUNY STOCK.....e.reureueeeieceeieee ettt ettt ettt et s s f e sE e e s s s essentas | Hheesesnssneessessensastssssessentensns | sessetssssessastansses e st essentenensesas
42, CRANGE N SUMIUS NOES.......eureuiererreaieeeeeeiseeseessseseseese st eeseseseasse e sse st ees eS8 eeE s s £ s e R e b8 8 e b bR s s b enbaebsebsessants | Hheesetntsnesessesseesasbssssesententes | sebsebsessessastans e s e ss e s st st et enes
43, Cumulative effect of changes in aCCOUNHING PHINCIPIES...........cvuiviveiiiitei ettt senaes | eebestesssessessesssssse s ssssesssestes | ebsessssesssssstes e s s b es b sessessnses
44. Capital changes:

46.  DIVIAENAS 10 STOCKNOIAETS..........oouiiiiiii bbb | Hoe b ittt | Shre bbb
47.  Aggregate write-ins for gains or (I0SSES) iN SUMPIUS........c.ivirruriuriieiiiesieie s issse ettt snsenaes ..(45418494) | coveveven, 30,763,615
48. Net change in capital and SUMPIUS (LINES 34 10 47).......cvveiiieieieieieceie ettt ssesnsanns | snsessessssessessnsen 270,945,315 | oo 30,184,395
49, Capital and surplus end of reporting period (LiNE 33 PIUS 48)........c.cccvuuerrrieireriirieiseieisissessssssessssssessssssessessssessssssseses | sessssessssesenns 3,060,597,267 | .cocvvrerrenn. 2,789,651,952
DETAILS OF WRITE-INS
4701, AGIONG] PENSION LIBDIIIY..........vvesseeeeerereseseeereseseseeeeessssssessessesessesssesssssessssssssssssesessssssseesseesssssseesesssssssesssessssssseees | seesercereesssssrees (45,418 494) | oo (24,661,419)
4702. Admitted DTA'S AUE 10 SSAP TOR.... .ottt ee et es s s st s st b e st en bt sessensans | S8essensssssssessestenssessnssessastansns | fessessossnssnsssessans 55,425,034
AT03. oottt R et | SeRE R | S8R
4798. Summary of remaining write-ins for Line 47 from OVErlOW PAJE...........cciueiriiiiieciciicicetee et sssssnns | ovaessessssessesssses s sesae s senes 0 | e 0
4799. Totals (Lines 4701 thru 4703 plus 4798) (LiNE 47 @DOVE)......c.euueruireruressesasesssssessessesssssssssssesseesssssmessssesssssesssssssssssssssessesssnsss | sesssssessasssssssesns (45,418,494) | ..o 30,763,615




Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICH'GAN
CASH FLOW

Currerlt Year Prior2 Year
CASH FROM OPERATIONS
1. Premiums collected net of reinsurance 6,386,622,362 6,413,494,339
2. NEtiNVESIMENTINCOME. .......iviiiiecteieiets ettt b b s s s ettt s ae b s s b b s st bensnsnnns | snsevessesesesinas 132,799,496 | .....cocveveneee 155,326,157
3. MISCEIIANEOUS INCOME.......oucvueririecieiseiseesessseesei b ese s bbbt s bbbttt enas | benistssnissbssenenes 34,432,084 | ..o
4. TOtAl (LINES 1 HIOUGN 3)..eieieciiieic ettt sttt stensntans | sessessessassnnes 6,553,853,942 | ......covonn 6,568,820,496
5. Benefit and 10SS related PAYMENLS........cccuieiiiiirie ettt bbbt enaes | srentenetentenas 5,531,858,794 | ....cccevevee. 5,611,823,342
6. Nettransfers to Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS............cvueveevieeieveceeiceieieeieeieeeieis | et sssseseesens | cteesssaessssssesessessesessessesessnes
7. Commissions, expenses paid and aggregate write-ins for deductions. ...158,041,284 ...119,466,004
8. Dividends paid to PONCYNOIAETS. .........euiurieeieiecieieieie ettt s sttt b s s nsesnees | ebseesssesseesetessesnetessesnntessesns | sbressssesseenssesesantesesansessesaees
9. Federal and foreign income taxes paid (recovered) net of §.......... 0 tax on capital gains (I0SSES)........couevrrrrrrrrernrniereniiens | correrieessiereesneas 39,153,954 | ..cooiviiiinnn (49,194,201)
10, Total (LINES 5 thIOUGN 9).......vuieieiiiieie ettt sttt sttt ntentnen | sbsessessessnens 6,329,054,032 | .....ccuonnn 6,282,095,145
11, Net cash from operations (Ling 4 MINUS LINE 10).......cccvueieiueieiiirieiesieiesseseiss ettt ssssessesssssssessssnns | essessssssessesns 224,799,911 | o 286,725,351
CASH FROM INVESTMENTS
12.  Proceeds from investments sold, matured or repaid:
12.1 Bonds.. 5,215,342,978 6,451,016,856

12,2 SHOCKS ...ttt | ettt 210,230,888 | ...ccovvviirnenn 382,836,696
12.3 MOMGAGE I0BNS.......couieieiviiiecieteieciet ettt bt bbb bbb bbb bbb st s st st st s s s s s sas | absebsssassessssessessesestessesantes et | ssbensesinsnsess et en s st ns st
12,4 REAIESIAE. ...t | sbteeni e 8,408,326 |.....ovvrrirercrieirneieenis
12,5 OtNEr INVESIEA SSELS. ... ...ttt ettt e e s e s s s s et en s s s s s s s sn st se st st sesssssesesssesesesasesns | soreessisssseessssesees 1,403,131 | oo 7,033,162
12.6 Net gains or (losses) on cash, cash equivalents and short-term iNVESIMENS............cccocveveicieecesee s | e 10,207 | oo (41,365)
12.7  MiISCEIANEOUS PIOCEEAS. .........cveiveiereceiieieieie ittt s s bbb s bbbt s b ss s b s st s s benns | stsssesssssssessnsnes 12,059,204 | ..o

12.8 Total investment proceeds (Lines 12.1 to 12.7).. 5,447 454,734 6,840,845,349

13.  Cost of investments acquired (long-term only):

1301 BONGS ..ttt Rttt entennnns | seesiestentenens 5,248,105,260 | .....ccoveuvn 6,421,639,113
1312 SHOCKS ... vueeer ettt RSttt | frenbenbestnenineaa 237,131,365 | oo 330,015,726
13,3 MOMGAGE I0NS. ...ttt 8 e s et eenesns | sesebaeeessetee e sn e e et st antes et | Sretensesietne et nr ettt
134 REAIESIAIE. ... ettt | ebebent st bees 12,668,441 | ..covvvieiennnn. 18,875,760
13.5 Other invested assets .35,939,401 ...220,550,916
13.6  MiSCElANEOUS @PPIICALIONS. .......cvvviiriveiseieieiseisieie ettt s st b st st enses st ensebans | srntssesiesensasessnsansans 25482 | oo 2,530,148
13.7 Total investments acquired (LINES 13.110 13.68)......cviuirriieeicietesceiceee ettt ssenaes | ersssesissassenes 5,533,869,949 | ................. 6,993,611,663
14.  Netincrease (decrease) in contract 10aNS and PrEMIUM NOES..........euiurieriiiriieieirieieis ettt sssenses | sresesassesssessesssessessessssassess | sessssessessstessesssessesssssssessesns
15.  Net cash from investments (Line 12.8 minus Lines 13.7 MINUS LINE 14)........ovriririnrninineineieseesessessessessssssssssssssssssseens | sevsesssssnsssseeens (IR A L) | — (152,766,314)

CASH FROM FINANCING AND MISCELLANEOUS SOURCES

16. Cash provided (applied):
16.1 SUIPIUS NOLES, CAPIAI NOTES. ... eeceererririeeiice ettt bs s et sf st st stensenes | nebsnesessestees e ssessess st esssnsentes | fretssssnssessansseanessessestentnennens
16.2 Capital and paid in surplus, less treasury stock

16.3 Borrowed funds (36,624,761)

16.4 Net deposits on deposit-type contracts and other inSUrance lIabIlItIES. ...........cc.veveveiieiricceee s | e

16.5  DiVIENAS 10 STOCKNOIAETS.........eeveeeceeeeieiie ittt ettt s bbb st sens | nebseesessenb e s e b s essen s st st nsenies | febssesessestessse e ssessent st eees

16.6  Other cash provided (APPHEA)..........ccoeriieeieiricer ettt s b bensnneas | bernseressssnaeranes (48,203,764) | .....ccccvvvueene. (193,766,331)
17. Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Ling 16.6).........cccccevevieies | covrsrecrsrcinnans (84,828,525) | ....coovrrreran 210,596,202

RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus LiN€ 17).......ccvverveveriervcreeienes | cevevereeisieinans 53,556,171 | ..oocverrrerrnns 344,555,239
19. Cash, cash equivalents and short-term investments:

191 BEGINNING O YBAI ..ottt bbb bbb a s as st es st s s b es st sassansanas | suessssssessesansas 461,312,564 | ......coocvevneee 116,757,325

19.2 ENd OF YEAr (LINE 18 PIUS LINE 19.1)...ccvvvereesceereessesescereesssseseeessssseseesesssssseesssesssssesesesssssassesssssssscsssssssssscsseessssss | cereessessrerees 514,868,735 | ...covvvvrree 461,312,564

|Note: Supplemental disclosures of cash flow information for non-cash transactions: | ‘

20,0000 ettt E R R R e E AR e AR E AR E RS E R e R ee AR e st eE et ent et et st et senentennns | nersetensenessntensesantennnsntenenans | sretensesnsanses st antes et st s nrnes




Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

AE\IALYSIS 02F OPERA'I;IONS BY I;INES OF BSUSINESS 6

7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Other Other
Total and Medical) Supplement Only Only Benefit Plans Medicare Medicaid Health Non-Health
1. NEt PrEMIUM INCOME......cvucveerrriririeiiessssi sttt sttt ssessnsnsns | esssnens 6,319,342,469 |......... 4,295,905,842 305,081,866 100,885,346 18,543,558 373,858,968 885,234,016 339,832,873
2. Change in unearned premium reserves and reserve for rate credit............ccoceeeveeeeereeres | covvevvenenns 58,910,622 |.............. 53,915,464 |.....cccooueee. 144,494 | ... (1,111,100) (252,369) | ......ccvne. 5611134 | .o, 602,999
3. Fee-for-service (net of §.......... 0 medical expenses)....
4. Risk revenue
5. Aggregate write-ins for other health care related revenues.............cccoovveeveviiereneienens [ eoviiennnn. 34,432,084 | 29,757,077 |.oveerrne. 3,952,624 |.....cccovuenne. 616,763 |...ccovvrrrernne 105,620 | .ovoverereieieieiiea [0 TR 0
6.  Aggregate write-ins for other non-health care related revenues.............cccevceerieiesieiiens | conesrieisissieisissieneenec v 2.0, SO PR .0, SO IR D00, S IR 200, ST IS 200, ST IO XXX
7. Total revenues (LINES 110 B)........ccuueercieieeieieieiieetee et sesssssensnses | sesaenes 6,412,685,175 | ......... 4,379,578,383 | ........... 309,178,984 | ............ 100,391,009 | .............. 18,396,809 | ............ 379,470,102 | ............ 885,837,015 | .overerereeicieraan [V I 339,832,873 | oo 0
8. Hospital/medical DENEAILS.............ccervereieeeiceieieee et sensns | seenianes 4,581,182,879 |......... 2,982,415,736 |............ 460,094,533 | ..ot | et ieseniens | cererienins 273,102,009 |............ 702,016,199 | ..ooiveereeeecreeeeeeeeeeis | e 163,554,402 |........... 0.0 S
9. Other profeSSIONal SEIVICES........cureurierrerireerreineereeseeseesseeseiseesesssesse e ssessessesssessessessesssnens | seeeeessees 100,049,300 |.....cccvevueee. 638,482 | ..o | e 79,841,093 |............. 13,393,790 |....ccooee.. 2,802,144 |.............. 3,373,791 | oo | et | eeveenia 0.0 S
10, OULSIAE TEIEITAIS.......ceuieecicie ettt esssntssse s sssssssssessessssssnssnns | sesnessessssssssesessensness0 | sesneesssssssessnsesssnssasennes | sssesssssessessasssnsssssessanes | sesessassssssnssessansnssessasss | sesessesssssssssessasssnssnssnsss | sessssessasssssnssessosssnsnsss | stssssessmssossnssessessansnsss | stesssssessassasssessessassansss | ssesssssessmssessnssessessansne | soessessnns .0 S
11, Emergency ro0m @nd OUL-0f-GrEa..........ovrurierrerirernrrnneresiseseseesessesssssssessessssesssssssssessnness | sesssssessmsssssssssnssennessQ | seeneesssssssessnsessssessnssnnes | sssesssssessessssssssssssessanes | sesessessssssnssessanssssessasss | sesessesssssessessasssssnssnsss | sessssessassssssessassosssssnsss | stssssmsssssosssssnssessanssnsss | steesssssessessssssessessassansss | ssessnsssessmssossnssnssessansne | soessesenns XXX
12, PresCription ArUgS........cceeeveeirineeirneiniessisseeisssssnesessessssessessssessesssssssesesssssssesssssssenss | conenenessi800y 139,945 | 1riiiiii860,267,424 | ..ooooiieeveeeneies | ceveieieinensessnsineees | eevernenessnsnssseseneens | eonenenneenens 19,601,867 [ 1iiiiinn08,367,143 | oo | vevienn.064,453,511 | XXX,
13.  Aggregate write-ins for other hospital and MEdICal.............cccoceeverrerererieieseeeseeseenees [ eesresesieseeseesiereens e 0 [0 0 |0 [0 |0 [0 |0 [ XXX,
14. Incentive pool, withhold adjustments and bonus amounts.............cccceeeevevevevccsccvecnveienns | e 48,895,114 | 48,895,114 | ..o | eeiiceiiiieeesieesneseies | eienssiesesesesesssssesssesens | eererisreressssssssssesessnseses | everssssesssssseresssessseness | oeesesseressseressssssessnsees | everesseeresssieressnresessniess | neveresenns XXX,
15, SUbLOtAl (LINES 810 14). ..ottt | srsiaess 5,598,867,238 | ......... 3,692,216,756 | ............ 460,094,533 | .............. 79,841,093 | .............. 13,393,790 | ... 351,556,020 | ............ T73,757,133 | oo 0] e, 228,007,913 |........... XXX oo
16, NEt rEINSUTANCE FECOVETIES.......cucvvieiteriieieeie ettt
17.  Total hospital and medical (Lines 15 minus 16)...
18.  Non-health claims (net)
19. Claims adjustment expenses including $.....144,446,522 cost containment expenses....... | ............ 340,387,526 |............ 275,901,381 |............. 18,851,484 6,324,357 |................1,158,948 |...............9,745,860 |.............. 25,734,288 | ..o | e 2,671,208
20.  General administrative BXPENSES...........ccovuiveeiiriieeieiireseies st s ssssesas | sesessssanes 731,052,409 |............ 592,555,114 |.............. 40,487,450 ....13,582,861 ...20,931,245 |.............. 55,269,690 5,736,969
21. Increase in reserves for accident and health contracts.... (36,643,753) | ............. (68,162,408) | .............. 32,704,157 |.ovvennnn (1,181,425) | .oeeeeeee e el 07T | e [ et seiies | eevesiese e ssssssessens | oevessesssssesessssssseesessenees
22. Increase in reserve for life CONraCES...........ccevevieeeerieevcseeceee s | eeerssessssnensnsneeenld | oeriinns D09, T P 0.9, S P S0, S TN, 0.0, CORRI PR 0.0, T P 0.0 ST PR .0 S PR XX,
23.  Total underwriting deductions (LINES 17 10 22).........cccvvumrmrereenisrinrireiessssssssessssssssssssssens | sevsessnd 6,633,663,420 | ......... 4,492,510,843 | ............ 552,137,624 | .............. 98,566,886 | ............. 17,037,741 | ............ 382,233,125 | ... 854,761,111 | oo (V1 236,416,090
24.  Net underwriting gain or (loss) (Line 7 minus Line 23) (220,978,245) (112,932,460) (242,958,640) 1,824,123 1,359,068 (2,763,023) 31,075,904 103,416,783
DETAILS OF W
0501 3,952,624 |..ooireireeeee 816,763 | o 105,620 [ oo [ ettt | sresiesesesiss s sestenns | sessessesiesiesssssesesisnnns | seessessas XXX oo

0502.
0503.
. Summary of remaining write-ins for Line 5 from overflow page

0598
0599

. Total (Lines 0501 thru 0503 plus 0598) (Line 5 above)..

0601. ......
0602. ......

0603.
. Summary of remaining write-ins for Line 6 from overflow page....

0698
0699

. Total (Lines 0601 thru 0603 plus 0698) (Line 6 above)..

1301. ..

1302 ...

1303.
. Summary of remaining write-ins for Line 13 from overflow page

1398
1399

. Total (Lines 1301 thru 1303 plus 1398) (Line 13 above)




Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)
1. Comprehensive (NOSPItal ANA MEGICAI)..........c.coiuiuiieiiciiieiies ettt ettt ettt et s e e e st bbb ae e b e s e e s s s s st s s s et s s s e s s e st s s st tes s b n s s e sss s ssessnsantenns | evsesissessesassansssassensad 4,295,905,842 | ...ocovrieeieicieeiie et | et ennes | eneseseneres st s renas 4,295,905,842
2. MEUICAIE SUPPIEIMENL........c.cviueteiiitiieiieietetetete sttt e bsss e4bsssesessesesss e sebesssses s es e s s s e s e s s s e b b s e b e s e e a2 s s b a2 e s se b s s e b s s At s e s b2 s s e et e st R s s b s s et b e s b e s s e s b s st e s s e s e b s st b s s sesesansetes | shesssebesssesessssntesensntene 305,081,886 [ ....cvevevireriieeeieiiieieseete s eieisseseiens | ervesetesesese st naesens | eres s aeaens 305,081,866
3o DBINAI ONIY..veeeviieieesciieri st fieRs R RS R R R R R R E R E RS R bRt rnnen| senebee e 100,885,346 | ....ooouverrireriiereierriessiesnieresinesins [ cerrieressesi s | sreeses s 100,885,346
4. VISION ONIY....ivereiireieseceessesseessesss st ess s es e eeb s o848 eR SR E RS R £ 8RR 8 R £ R SRR RSt | SeRe et 18,543,558 | ..vvvuvererireciiermiensiesriessissssesssiens | eseessessssssi st | sresiesss s 18,543,558
5. Federal employees NEaIth DENEMIES PIAN.........c.ciiiiieiciiiiiie ettt bbb s s s s bbb s bbb b s b s 48 bbb s b d b ae s sttt st enaenaes | ebaebietena s s st n et 373,858,988 | ....vucviriiciiiieiesete st | et | seressesse sttt baees 373,858,968
B, THIE XV = MEAICAIE. ......eoevveeceeeeeiseeiseeiseeeseseseessseees st sees esseessess e ess s8R s8££ 8888588818888 4888888188458 R 88181 E 88828t | Hisees s st st st 885,234,016 [ ...eoucevueermeeereeieeeeseessessseessesssnes | eeseeessess sttt nens | reeesne sttt 885,234,016
I 10 G =T 7o [ PO DU PO PP OO PRTRR 0
TR 111 4 {3 PP OSSR P OO OO OO 339,832,873 | oo snnens | eenee s st ens s | neesntensee st sntenen st enenaes 339,832,873
9. Health SUDLOtAl (LINES 1 ATOUGN 8).......cvuuurussrieseissarissseresiissies  eosesessessssesesssesssenesssesessent s8R E R £ ARttt | ansssennsnnssssenennnsteness 6,319,342,469 | ......cooriiiiirinrner s 0 [ {0 RO 6,319,342,469
10, LBtttk R e SekSeeL RS SERE RS Rf SRS f R SRR E R R R AR E R R R R s | H41EER R Rt R Rt | eeERE SRR bR | SeEE R Rt | e 0
T, PLOPEIY/CASUAIY........oucveieieiicicieis ettt ettt eise 4essessesssssssesse s s s e st e s e b st et e b b s s s s s et s s s b e £ e s+ s et e s s b s s s s s s et e s s s b e s s RS s s R s R e SRR e R R A s e bR s s bR e R s s s s e R e s et s tesseseets | oekeetessetsetssessesstestessetantessesntensessesans | eretestessesastessesastassessesantastesetententessets | feetestessetntessessetantessetantantessetntensensets | aetessessesastestes et antes et sntensensstensantenaed 0
12, TORAIS (LINES 980 11).euureriresereseeusseeessseme s sess et st eessse0e a8 1eees s8R 16888488488 4EER 1488 EE 48884481108 1EEEE 44088 4EEE 44081088 440E 140 EE 1440 £ EE 4081084 E 18Rt b st nns | enssnnntsanetsent st 6,319,342,4689 | ......ooviiiiii e 0 | o {0 R 6,319,342,469




Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health

1. Payments during the year:

11 DIFECE ettt ettt | sernriens 5,500,095,504 |.......... 3,599,234,374 |............. 454,058,501 |....ccovennes 87,046,861 |....ccovevne. 13,312,284 |............. 348,204,391 |............ 772,030,292 | ..oovoeveieeeeireresiesseins | cevverieninns 226,208,801 |...ccvovvirrerrerererienienans

T NBL ettt | erseeranes 5,500,095,504 |.......... 3,599,234,374 |........... 454,058,501 |....ccouennes 87,046,861 |............... 13,312,284 |............. 348,204,391 |............. 772,030,292 |..ovvveverereereierin. 0 | 226,208,801 | .ooveveererereieiieireinns 0
2. Paid medical incentive pools and DONUSES...........c.ccuevuevcuriieieieiseeiese e | erersienans 46,513,938 |.....cccevee. 48,513,938 | oo | s | st estenes | srssestes st ssseses | sressestes et estessesestesse s ses | stessessesstestes et estesseseetens | stessesesesses e st st s s ntens | shessesstentes bt e st ans

3. Claim liability December 31, current year from Part 2A:
3.1 Direct
3.2 Reinsurance assumed
3.3 ReINSUraNCe CEARG. .......vuvurririireiicieie et nees
3 NBL e
4. Claim reserve December 31, current year from Part 2D:
A DIFECL. ..ot | bbb 0

............. 359,699,143

5. Accrued medical incentive pools and bonuses, current year.............ccoeeeviereinenns 29,681,987 |.....ccoco... 29,681,987
6. Net healthcare receivables (2)..........cccueveuieieiiieieiseieee e 4775796 |..cocoverneee. 4,775,796
7. Amounts recoverable from reinsurers December 31, CUITENt YEA........c.ovvevervrerees [ cerrririneineireessieneneens 0 [ eoeirrrrrrerreensineenes [ seesiesseees | cersreseess s ssess e ssses | ereeseseesssess st st et etentens | cresetasteses e teesesse s et entens | Sretesestessesantesses e tensesaens | feeteesessetneessessesantessetnts | eetessesetenses et st essenantnnee | eesenieees sttt n et eene
8. Claim liability December 31, prior year from Part 2A:
8.1 DIMBCL....cuieeerecei ettt | eneesinene 550,016,080 |.....c.c.... 310,836,081 |....ccovenee. 66,625,882 |......coco.... 12,022,500 | ..oovvveviririiines 932,759 | .o 31,451,543 |............ 108,335,882 | ...ovvreveerierereriniinens e 19,811,433 | .o

9.
0.1 DHFECE... ettt
9.2 REINSUrANCE ASSUME........cvuerererrerrerereeeeeiseesseesesseesssssees e ssess e ssessssssenne
9.3 REINSUrANCE CEUR. .....euvurerieeeeieireei ettt sttt neen
04 NEL... et

10. Accrued medical incentive pools and bonuses, prior year.
11. Amounts recoverable from reinsurers December 31, prior year
12. Incurred benefits:

121 DIFECL..ouveeeeeiiieeieeieeiesieetess s enssss sttt sssssssessssssssssnssnssssssnsenes | cennenennn ;049,972,124 1 .........3,643,321,640 |............460,094,533 |...............79,841,093 |...............13,393,790 |............. 351,556,021 |..covvvnnee TT3,757134 | i 0
12.2 REINSUTANCE @SSUMEM. .....c.cuuivuiaeiieeierisiseise ittt | sbeeesssssssenesssssensssenes (01 O 0 [0 [0 [0 [ (0 RO (0 OO 0
12.3 ReINSUTANCE CEURM........uvuuierirciriieieteii ittt | sbseesens s {01 R 0 [0 [0 [0 [ [0 [0 0
124 NEL...oo ettt | seeeenes 5549,972124 |......... 3,643,321,640 |............460,094,533 |...............79,841,093 |.............. 13,393,790 |............. 351,556,021 |....cccoeee. TT3,757134 | 0
13. Incurred medical incentive pools and BONUSES...........c.cuviveeviiiieieiicieieresiesieseiens | eerecissienaa 48895114 |............... 48895114 | ...cooveveeeereeeeenen0 0 |0 e (O [ 0

(a) Excludes$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
UNDERWRITING AND INVESTMENT EXHIBIT

PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR
1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XVIII XIX Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health
. Reported in process of adjustment:

1.1 DO | sreesentnees 141,778,957 |..coooovvrren. 89,179,286 |.....ccocvenvn. 18,011,107 | .o 85,422 | ..coovirirint 680,319 | ..o 8,626,853 |..ccvviiriin 19,968,995 | ....ooiirieeineineineineines | e 5,226,975 | ..o

1.2 ReiNSUraNCe aSSUMEA.........cuuruierireireieieieniesiseisessessnsisesseesens | sestssisessessesssesssssssnsenns 0 | ettt eiens [ ettt | fesseeb ettt besbes | sebieeseRb st bR it bkt st | HEeb bRt et bbbt b bt ies | HeREeeb e bRt s bbb n b b eees | Shsebieeh e bbb iR bbbt en b | eebet s i s bbbt ens | shbesb bbb

1.3 REINSUIANCE CEARG.......curuuiuieiereieiieinee ettt ensees | sesteesessessessse st 0 | ereeeremreeireeeieessseseeseeens [ eereeiret ettt et aas | fressestenbse st est et bsessesbes | 4ebseesesiesbeet e Rs et R s b ek e st | SEebseteRieeb et et et es b st et ies | SeREeeReebeRaee R s b e b e R eREesbeets | Shseeieeiesb et R ies b et e bnees b | enbetesiesb et bt ettt st | shbenb ettt

T4 INEL ettt | srestenstnees 141,778,957 | .o 89,179,286 |.....ccoovenen. 18,011,107 | .o 85,422 | ..ol 680,319 | .o 8,626,853 |..ccoorrriinn 19,968,995 |.....covvvrieeiiriiriienne (O I 5,226,975 | .o 0

. Incurred but unreported:

2.1 DIMECL....vvvereeeereeisetsee st es st sss st essnssessnnes | sesessnssessans 462,889,539 |.....cccovune. 270,519,858 |..cocovvrrrnnenn 54,650,807 | ..oovrererrernns 4,731,310 | 333,946 | 26,176,319 | .ovcvvrrerrnn. 90,093,729 | ..ot | cereeeenrenes 16,383,570 | .ooveeveerreenrireieeseenneneens
2.2 ReiNSUranCe @SSUMEM. .........cuevrieuerireieerereeseesissseeesssseeesesnens | areesesssessesnsssssessessssenns 0 | e | cereeerns et sntenas | fesseesstess e tense s etssessensnes | eesessessesnnsess et e tentesetentees | sressetantessessetnesessesetantesses | sesesestessetaetes et st ensesaennes | sesesseeesestesses et essesnetensenae | essetensesesetense st et nset et | retenseeetentes et e et nnnn
2.3 ReINSUrANCE CEURM.........cuueeiiiicicriiieirerienii st | weeeineneessess s 0 et [ et | et nbes | sebeee ettt b st | Seeb ettt n s | SeRtetb bbbt sbnens | ShseRaes s et e ettt n s | eebne sttt | chbenb e
24 NBL s | e 462,889,539 |.....ccccoenen. 270,519,858 |...coovovrennn 54,650,807 |..cooviiniinns 4731310 |, 333,946 |..coviriinne 26,176,319 |..ccccoovvrenn. 90,093,729 |...vvevineieineireeinns (VI 16,383,570 | ..o 0
Amounts withheld from paid claims and capitations:

3i1 DHFBCL. ..ttt | sreeb et 0 | et eeens [ eereeiei ettt enas | fessess ettt bse st estes | sebieesess s bt R st s sttt ents | HEebee e Rt et bbbt n b bt ses | SeREeeReeb R seE R e bbb s R b esbeets | ShsebiesRenb et et se sttt es b | esbeeesi st et bt b et ens | shbenb bbbt
3.2 REINSUrANCE @SSUME........cuuieierrerrereeieeeieiseesseeseiseessssesseeenis | sressnsssssssssesssssessessasens 0 | ettt rseseeseeees [ eereeieei ettt enasetas | fessessentse e ssest e s ssessentns | 4ebseesessesteetaeRsessesEentseeente | Sfeteteesees et e eane st et ansaes | 4eREeeseetseeseesesEeetaessesEesteets | Sbseesesient et eesesEeet e besaestas | entntessest et et es st e bt ens | sebenteet et ettt st
3.3 REINSUTANCE CEURM. .....ouvueriecereeiieeiee ettt eisessns | sreeseesseesssssseene e nsesssens 0 | ettt sseeeseeens [ ettt ettt eneeaas | essess st st st st et bsessentes | sebseesessesteetaesses s st e tseeents | Sfetetessees et e tanesest et eesses | 4eREeeReetesaeeResE et et esEestaees | SEseesessest et e Rsestent e besestas | Hentnesesiest et s et st s bt ens | shtesteet et ettt
B NBL sttt | sttt nees (0 O (0 O (0 O (0 OO (0 O (0 TP O O O (0 O 0
Totals:

4.1 DINECL.....uuveerirricrieriert ittt s bbbt | ensenieniens 604,668,496 |.............. 359,699,144 | ......cccovvvnnee 72,661,914 | ..o 4.816,732 | .o 1,014,265 |.....ccooonnee. 34,803,172 |..cooovvr 110,062,724 | ...oovovvvrerrerineiireiinenns (U I 21,610,545 | .o 0
4.2 ReINSUraNCE @SSUMEM.......c..cvuurerrerermriiiersrisesissisesessessssssessessns | sesesssessessnssnesssesessnssnns (01 RN (01 RO (01 OO (0 RPN (01 TN (0 SO (O OO 0 [ (01 RN 0
4.3 ReINSUrANCE CEARG........couvuriiiirirereeiiieee st eesssiseiesenteses | ceseseinesiessssssesseseninsiaes (01 ORI (01 OO (U1 ORI (01 RN (01 TR (0 OO (O OO (O RO (01 OO 0
44 NBL s | snrensene 604,668,496 |........ccc.... 359,699,144 | ..o 72,661,914 | oo 4,816,732 | ..o 1,014,265 |...ccooovvnnee. 34,803,172 | 110,062,724 |...ooviiiiiiiniiiniinnnns 0 [oiinnns 21,610,545 | 0
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Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6
During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 + 3) Prior Year

1. Comprehensive (NOSpital aNd MEICAI)..........cc.cuevirireieiiiee ettt a bbb s seesssns | seessessssassessesnsessesas 286,660,765 |......ccovvvererreinnne 3,369,973,103 | ..cooeveieiereeeea 2,272,557 | oo 357,426,586 |......cccovvirerrerennn. 288,933,322 |..coovveriereierenae 310,836,081
2. MEAICArE SUPPIBMENE........oveuceeeiereriseieiseseesesesseesss s sttt ees st s a8 s8R s bbb s st s st | ensnssnssessanssnssnssantans 50,827,836 | ..ovvrerrerrereirnrenens 403,230,664 | ....ovorerrerieirerinnireiennnd 661,470 | .o 72,000,444 |...oovoreerrreins 51,489,306 |..cccovvvrrrrrrrerrirerrnns 66,625,882
B DENHAI ONIY....eo Rt | bbb 10,751,174 | oo 76,295,687 | ...ooovvvererrrreeiineiiniiineens 277,985 | ..o 4538747 | oo 11,029,159 | ..o 12,022,500
A, VISION DNttt | bbbt 876,692 | ..ovvvrrirrirriniis 12,435,591 | ..o 32,254 | .o 982,011 | .o 908,946 | ....ocvvericierieninene 932,759
5. Federal employees health DENEMIS PIAN...........ccuuiuuiiiiii bbbt | sebsestses bbb 32,064,821 | ..o 316,139,570 | ..oovvvrierirrierierieeieens 98,158 | ..o 34,705,015 | .o 32,162,979 | ..o 31,451,543
B, THIE XVIII = IMEAICAIE. ... vveeeieeies ettt ettt | 1ebsstses bbb 85,771,656 | ....ovvvrivrnrrrerirnnne 686,258,637 | ...vvrieriieiieiiniieens 145714 | e 108,917,010 | .oooeieriieiieiiens 86,917,370 |.oooverirerirrciicienas 108,335,882
T THIE XIX = IMEAICAIA. ...ttt sttt s s8££ 285828488 Een b et et | £4nEessessessessaesessessantenssessessensansss | Hressassusssnssessasssnesessessaesessessansnsns | Hressessnssnssessassassessessant et et sestensas | Hressestesssssessessanteses st et snssestentas | eessessestansessestentaneestentensnsansea 0 [ o
8. Other health 15,020,000 211,188,801 | ..o 685,081 |..ovoverrrerniersnernenns 20,925,485 |...ooovivrininrinnennnnnnn 15,705,061 | oo 19,811,433
9. Health SUDLOtAl (LINES 110 8).....vvuvvueeuieuiiseisieeeeeeiseeeseee ettt | sbenbenbsenesneenennees 481,972,944 | ..o 5,075,522,053 | ....cocvviniiiiiniiniins 5,173,199 | i 599,495,298 | ....cvvriiiiiriinniinns 487,146,143 | .o 550,016,080
10, HEAINCAIE FECEIVADIES (Q)......vurvreeisieiieiseissieise ettt sttt s sttt s s s bbb s s sse s s ts | H1ebsebensassessnsansesse s st enses e sensessensnns | Hesansessesnsensesesnsenes 62,175,290 [ ..vvvriviieieieiieieseiesseseisinssenns | ersesssssieees st sssesens | sessssesses sttt sesa 0 [
11, OHNEI NON-NEAIN........oceee bbb bbb 888 E AR b et b bR bk et s | £4seeseEaetseE e R b eeE s b e s et b ek b essenEeetn | HEseeteeE et e Riee R e b b e R b e bt e Rt eeb et | HEseRieeRee bR E s b bR b e bbbt b et | ShseRseeR e bR e R bbb R bbb s et | ShieesenResb bRt bbb L0 T
12.  Medical incentive pools and bonus amounts 27,644,859 |.... 18,869,079 | vt | et 29,681,987 27,644,859 | 27,300,811

13, TOtAIS (LINES 9 = 10 F 11 12) . iuuieueiusieeeeseeeisensssesee e me s sees s ses st ses et s8R E 284848 E 8 et enssnb st entenes | nnsensessssssessansnssnens 509,617,803 | ...ovvverrreiereens 5,032,215,842 | ..ooovveieeres 5,173,199 | .o 629,177,285 | ..o 514,791,002 | ..o 577,316,891

(@) Excludes§$.......... 0 loans or advances to providers not yet expensed.




Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Cumulative Net Amounts Paid

1971

Year in Which Losses 1 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
PIIOT ..ottt s bR S e RSSS £ £ SE £ RRR SRS R R AR R R st | Sessen st s bRttt 519,103 | oo 522,523 | v 521,372 | oo 522,089 | ..o 522,090
2. 2008.......ooieeiieiiesies ettt enns | nestiestes sttt 5,607,554 | .oooovorieiei 6,168,917 | .ooeveerrerieresesesiesinns 8,163,179 | oo 6,163,878 | ..o 6,164,321
3. 5,786,618 | ..ooverrircrierierierieeieniinne 6,326,496 | ....vvrrrrrinreniene 6,327,344 | ..o 6,324,638
4, 5,304,211 | oo 5,777,089 5,777,178
5. .5,136,684 | .... 5,648,476
8. 207 2.kttt sttt st st | crnnsnnsensnnssenss s KRKasnrssnnsnnsannssnnnennis | senssnnssensnnsnnsnens KK arennsensssnnssnnssnssenes | erennssnsesnssnssnsses KKK unessenssnnsssnssnssnnsns | enrsenssanssenssenssenss KK Kerserssenssensssnssenssenes | sessesssesstannt sttt 5,032,218
SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
Lo PO ettt btttk S eSS SA s S S S £ttt | Seietiee bttt 554,090 | ..ooeoiereieieeieeie e 528,667 [ ..o 521,372 | oo 522,090 [ ..ot 522,090
2. 2008.......ooieeiieiiie ettt ens | sestiest sttt ettt 6,223,106 | ..oovverrririeiieieieand 6,209,432 | ..o, 6,164,824 | ..o 6,164,754 | .oovoeieevereecseseeid 6,164,321
B 2009, bbbttt | chbenten ettt XXX oerierirerieniessenns | cereeesseisessesssssss s 6,434,851 | oo 6,365,387 | ..eoverrrrnrirrenieerriene 6,330,303 | ..overririeri 6,324,645
B, 20701ttt | chbenten ettt ) 9.0 SORTTNIRIN PO XXXt | crreriesiesiesiesis s 5,895,630 | ..eoveurrrrririneieieieinene 5,801,330 | coeoverrerinerrernerierinerieneenene 5,777,351
T L B OO OO OO OO P OPOT PP BOTOPTORTRTRTRIN ) 0.0 STRTNIRIIN PO ), 9,9 SRR PPN XXXttt | e 5,685,924 | ..o 5,653,471
B, 20 2R LR LR E £ LA LE ekttt | chtenient s nne s XXX oereereenisnesninnes | ssesssesssnssssssnenas D, RN ISR D0, RRRIRY [ XXX | eeresissssss e sneeneas 5,661,393
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Cal. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
2008.......cueierieiiseiiesissiesinsiens | e 6,806,040 | ..coovorvvrrirerierinnn 6,164,321 | .oovvevrerrerieeinnne 250,158 [ oo I T 8,414,479 | oo 94.2 | oo | s essesssenns | s 6,414,479 | oo 94.2
2. 2009 | e 6,986,394 | ..o 6,324,638 | ...covvvvvriririnnne 289,504 | ..o 46 [ 6,614,142 | ..o 4T | oo A | ot | e 6,614,146 | ...coovevvcrrcrrcreireins 94.7
30 2010u s | e 6,574,692 | ..covvrriririririns BITTAT | oo 252,328 | oo 44 | s 6,029,506 | ....vvurerririiiniiniieeies Lo A O 237 | e 32 | e 6,029,775 | oo 91.7
4. 2011 s | e 6,395,398 | ..o 5,648,476 | ...coovvverrrririiennn. 307,678 | .o 54 | s 5,956,154 | ...oourierriniinineieeiens 931 | s 4,931 | oo 671 | e 5,961,756 | ..ocvoeveerrerineirneeineineens 93.2
5. 2012 s | i 6,378,252 | ..o 5,032,218 | .o 310,259 | .o 6.2 [ 5,342,477 | oo 83.8 | i [ 4 85,867 | ..o 6,057,521 | oo 95.0




NHCL

Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
I 1o OO OO SO ISP OO PO O TR POTTTROTO 334,412 | e 336,038 | .oveeeeieeeeeee e 336,852 | coeereeeeie s 338,042 | ..o 338,042
2. 2008......eceeeee eSSttt ntne | eebenb et 3,924,903 | oo 4,260,253 | ..o 4,257,534 | oo 4259478 | ..o 4,259,805
30 2009 ...ttt £ RS E e E£ R £ AR £ R E R R R R R Rttt n et n s entne | Sresseneneestentenens XXX vtrvieireereeneensenns | eereereesnsensessssenssessssessnsens 3,921,109 | oo 4,245,230 | oo 4,245,056 | ..o 4,245,991
4. 20710. ettt eninns | enbeni bt D0, ORI IRPRPIRRON XXX eeterieirneineineenninee | e 3,660,743 | ..o 3,959,264 | ..o 3,958,207
5. 3453167 | o 3,767,268
6. ...3,326,667
SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
e PO et f RS SEER £t bensens | Sesenb bbb 362,565 | ..o 41,487 | e 336,852 | e 338,042 | ..o 338,042
2. 2008......ceeeeeeie ettt E SRR R R EeRRR SR sttt st entes | eebestnsess st sttt enes 4,286,144 | oo 4,284,382 | oo 4,258,665 | ..o 4,260,314 | oo 4,259,805
3 2009 ettt E R RS £ R E R R RS E R E R RS R R RE £ bR R bbbttt ents | Hrestenteneent st e XXXt teeieineieesennsiee | eereeresiseineseessess et 4,305,379 | oo 4,267,555 | ..o A28T 376 | oo 4,245,995
4. 4,044,093 3,973,253 3,958,285
5. 3,774,158 ...3,769,459
Lo OO OO OO OO OO OO OT OO O PO PO PO OO OO O SO PO P PO OO PO PO POTORYPPORTOPPYPR FYPTTVRPIVRTORPURTOIIDD 0,0, CYRPOVRTRURPORURPSYRTORS) [UPPURPORTRPIURTOTRUIT, 0. 0, COTURTORORYRRYRRTYRURPOR VTORPURSTRRTORTURTORITD 0,0, SOVRRIORORRORTRURPOE DYUVRTIRTORURTOTOIRD 0,0, CYRTORTRRRRORRON 3,713,775
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2008....ciieeersee s | e 4,930,917 | oo 4,259,805 | ..ovveieieirieiinne 172,576 | oo L I 4,432,381 | o899 s [ s | e 4,432,381
2. 2009, | e 4,809,234 wo4,245,991 194,519 | oo 4.6 | oo 4,440,510 | oo 9223 I I [P 4,440,512
3. ..4,592,350 ..3,958,207 .172,581 ....4,130,788 N7 4,130,974
A 201 | e 4,422,943 3,767,268 204,992 | .o DA | s 3,972,260 2,108 | e 290 | e 3,974,658
B 2012: s | s 4,349,822 | .o 3,326,665 | .o 205,104 | .o 8.2 | s 3,531,769 | .o 81.2 | s 387,109 | oo 52,832 | o 3,971,710




SIN'CI

Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
S 1 OO OO O PSP U SO LSOO OP TP 55,483 | ..o 56,700 | ..veurereeereeeereerneeeeeereneseeeens 56,952 | .voueereeieeneieieeen e 56,993 | ..o 56,993
2. 2008......eceeee RS RSe[| enienet e 338,940 | ..o 393,052 | .o 394,036 | ..o 394,180 | ..o 394,311
30 2009 ...ttt £ RS E e E£ R £ AR £ R E R R R R R Rttt n et n s entne | Sresseneneestentenens XXX tteveneireereennninnees | seeveeeessensessessssesessesssesssnenees R Y 410,635 | oo 11,455 | e 411,642
4. 20710. ettt eninns | enbeni bt ) 0,9, ORI IR XXX otteriniineieiennnines | e 379,129 | o 429,432 | o 429,786
5. 396,904 | oo 447,059
6. ..403,231
SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMENT
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
L 1 OO OSSOSO O SOl IOV POPOTRPTROROTOOR 56,686 | ..ooverereierieireiereees 57,006 | oo 56,952 | oo 56,993 | ..o 56,993
2. 2008 402,736 396,593 394,534 394,213 | oo 394,311
3 412,045 | oo 411,642
4. 432,528 429,786
5. .459,810 447,721
Lo OO OO OO OO OO OO OT OO O PO PO PO OO OO O SO PO P PO OO PO PO POTORYPPORTOPPYPR FYPTTVRPIVRTORPURTOIIDD 0,0, CYRPOVRTRURPORURPSYRTORS) [UPPURPORTRPIURTOTRUIT, 0. 0, COTURTORORYRRYRRTYRURPOR VTORPURSTRRTORTURTORITD 0,0, SOVRRIORORRORTRURPOE DYUVRTIRTORURTOTOIRD 0,0, CYRTORTRRRRORRON 475,231
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMENT
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 255,536 | c.overerieieiiininns 394,311 | s 16,119 | oo A | s 410,430 [ cooveveeiernrieireeenes TB0UB | e [ | e 410,430
2. 265,543 430,456 ....430,456
3. 277,850 ...448,730 448,730
4, 290,019 471,487 ..472,238
5. 305,226 428,092 | ..o 140.3 | e 72,000 [ 9,826 | s 509,918




oaci

Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - DENTAL ONLY

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

3
2010

............................................... 3,231

SECTION B - INCURRED HEALTH CLAIMS - DENTAL ONLY

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

Year in Which Losses 1 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
e PHIOT et R £ R b bbb ens | HebieE e bbb 3,205 | oo 3,226 | oo 3,231 | s 3,233 | oo 3,233
2. 2008 70,625 71,420 71,442 71,440 71,445
3
4.
5.
6.

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - DENTAL ONLY

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

S e < N




OA'CL

Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - VISION ONLY

Year in Which Losses

Were Incurred

Cumulative Net Amounts Paid

SECTION B - INCURRED HEALTH CLAIMS - VISION ONLY

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

Year in Which Losses 1 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
e PO ettt E RS SRR E Rt bbbt ns | ekt e bbbt BB3 [ oo e BB4 | ..o B64 | oo BB5 | oo 665
2. 2008 13,492 13,474 13,476 13,476 13,476
3
4.
5.
6.
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - VISION ONLY
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1.

S e < N




Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Cumulative Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
PIIOT ..otttk | eeeee e 30,972 | oo 32,330 [ covererereieere e 32,310 [ coverreeererieee s 32444 | oo, 32,444
2. 2008......eeeeeesieee iRt | esie et 272,338 | oo 306,760 | ..o 306,726 | ..o 306,773 | oo 306,822
3. 2000. ..+ eeeeerseeese e ees eSSt nnnn | enestsnens et eeeen D00 R IO 284,297 | oo 314,825 | oo R 314,576
B 2010. ettt | seebien e )90, SRRSO ISR XXX etvirrieerinerinenns | oeveeeesinesesesnesssesss e sseenens 11,918 | oo 337,150 | oo 336,885
TS0 OO OO OO OTRT FUTOTRT )90 SRR I )00 SO [ XXX eorvernrerneeennnninnes | oeeeemeesssssesnssssssssnsssesssseees 318,132 | oo 350,393
B, 20 2.t EE R Rttt | sttt e XXXoeeeierinrennsnennene | eonseesseneseessenes )OS SRR [P D80 SRR PR XXXoeeeierennnisnennens | oerersenesses s 316,140

SECTION B - INCURRED HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

34°C1

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
PHIOT. .ttt E RS R bRt s | enbeb bbb 32,986 | .o 32,643 | oo 32,310 | oo 32,444 | oo 32,444
2. 2008...... e8RS £ AR AR AR RS R e R e st n st et n s s ebntes | Hessesseeetent ettt et n e ees 307,247 | oo 308,072 | cooveeereeee e 306,740 | oo 306,780 | 1eveeerreireeeeeee s 306,822
3 2009 ettt E R RS £ R E R R RS E R E R RS R R RE £ bR R bbbttt ents | Hrestenteneent st e XXXt iteeireineireennnineiee | eeeneeeessinsisees s ssessesenees 322,331 | o 314,703 | oo 314,581 | oo 314,576
B, 2070. .ttt | enbeni e D0, CONRURROTRONTE IUVRPIORRRIOION XXX | e 337,163 | oo 337,357 | o 336,885
LS TR0 OSSP TE OO PR OUPOTRTIORIRPI DORURTTTRR D 0.0, GOSN ISR 9,0 GO SRR XXX etieieineinieieinenee | v 349,344 | o 350,491
B 20 2.t E R E LR EE LR E LRt | frenienb et D, RO [RRORRIOON XXXoiierinirsninensnnnenns | oo XXX | rsnssessenenssnsseens XXX irirriseinenisinsninenns | seenersesne s sseees 350,845

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

330,689 | ..o 306,822 | oo 12,492 | oo A | s 319,314 | oo 96.8 | .eovvrvrriririeeeeenirineienienes | e | e 319,314
348,123 | o 314,576 | oo 14,390 | oo 46 | s 328,966 | ..ocveiieireieies 045 | o | et | e 328,966
353,943 | .o, 336,885 | ...ocvecriiiiniene 14,683 | oo A4 | 351,568 | ... 99.3 | s | s | s 351,568
375,991 350,393 | oo 19,000 | v 54 | o 369,483 | ..o 98.3 | oo 98 | e 13 | s 369,594
379,470 316,140 335,631 375,072

S e < N




AX'CL

Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 5
Were Incurred 2008 2009 2010 2011 2012
S 1o OO OO OO OO UE SO LSOO OP T RTPORTR 76,048 | ..o 75,183 | oot 72,981 | oo 72,331 | s 72,331
2. 2008......eceeeeei RS £ R f£RRERREERS bRttt | enienb bbb 776,585 | ..o 879,227 | o 875,187 | oo 873,752 | oo 873,683
30 2009 ...ttt £ RS E e E£ R £ AR £ R E R R R R R Rttt n et n s entne | Sresseneneestentenens XXX tiereneireereennninsinee | seeveeeensensessessssesessesssesssnennes 933,720 | v 1,052,512 | oo 1,052,721 | oo 1,048,836
4. 20710. ettt eninns | enbeni bt D0, ORI IRPRPIRRON XXX etteriniineieeennnines | et B37,135 | oo T17,896 | oo 718,816
5. 669,212 | oo 758,018
6. ..686,259
SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIIl - MEDICARE
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 5
Were Incurred 2008 2009 2010 2011 2012
L 1 OO TSSOSOl IOV POPOTRPTPOROTOOR 78,520 | oo 75,183 | oo 72,981 | oo 72,331 | oo 72,331
2. 2008......cceeieieiie sttt RS RS eRE Rt s st st srentes | nestestensntses sttt res 908,194 | oo 890,608 | ..ovveerererrrieeeienieneeeenenens 875,188 | oo 873,752 | oot 873,683
3 2009 ettt E R RS £ R E R R RS E R E R RS R R RE £ bR R bbbttt ents | Hrestenteneent st e XXXt vteeieinereeneinsiee | eereereeineeneies s 1,076,848 | ..o 1,064,843 | ..o 1,052,745 | oo 1,048,836
4. 732,858 724,361 718,866
5. 771,059 ..759,114
Lo OO OO OO OO OO OO OT OO O PO PO PO OO OO O SO PO P PO OO PO PO POTORYPPORTOPPYPR FYPTTVRPIVRTORPURTOIIDD 0,0, CYRPOVRTRURPORURPSYRTORS) [UPPURPORTRPIURTOTRUIT, 0. 0, COTURTORORYRRYRRTYRURPOR VTORPURSTRRTORTURTORITD 0,0, SOVRRIORORRORTRURPOE DYUVRTIRTORURTOTOIRD 0,0, CYRTORTRRRRORRON 795,176
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIII - MEDICARE
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2008....ceeeeree e | et 941,815 | oo 873,683 | covovvererrrreiiesnnnnn 35,562 | e T | 909,245 | ..ovverrrrrireiinrinnnenen 8.5 s | et | e 909,245
2. 2009, | e 1,182,572 1,048,836 | oo BT,860 | B | 1,006,696 | ..ooovoverrrrrenrirernieneneen 927 |t | et ensenes | sreneee et nnnaees 1,096,696
3. 935,678 .718,816 ...750,469 29 | 750,502 | ...
4, 868,258 799,467 | oo 921 | e 1,117 ....800,736
5. 885,837 | .oiivininiinnnnnn086,259 | i 231 0.2 | 728,570 | o822 | i 108,917 852,352




IX'CL

Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred E 2009 2010 2011 2012
Lo PIIOT bbbttt | crenennnencens e O L M N | W s | e ns | ettt b s | Seseb bbb
2. 2008.......ceeeei RS R RS E R AR R R £ R RS R bR e R bt bt n bt b et be | Hietbeb e R e R bR b Rt s et Rt s ees | SeREeeE e RS R bR e b s bRt nts | Shbetb R iR b bbb st s | £1eeb R R ettt ens | SeRE e
30 2009 ...ttt £ RS E e E£ R £ AR £ R E R R R R R Rttt n et n s entne | Sresseneneestentenens XXX tieeeeieerrennsnnsinee | sevensesessssessssessseesassssssssssssessssssessessases | seseesssesessessasssessessassassasssessessentnsessests | £iestsesreessestene et es s et et s s s st et et sessens | HesEeeEeeE e s e e R ettt
4. 20710. ettt eninns | enbeni bt D0, ORI IRPRPIRRON XXX teterieeneieinemesines | oeessisi ettt | eebeeb bbb | HEeth bbb
S OO USSP TPSTSRRPUTE DU ) 0.0, SO DR )00 SO DRSS XXX ertevieereriesinsinesns | reesessessssssessssssssssssesssssssssessesssssssssnns | sessessasssssessassassssessessasssssessesssssessenes
B 2012, ettt eE et fEE R R EEEE R EE LR LR AL 4EE LA 4EELEE LA 4R AL LR SLE LA £EESEE LR £E A4 LE LA A EE AR E etk s st | Hrentene et st st st D0, RO (RO XXXeeieirernsneneennsnenes | eenessessessssnesenas XXXt | onesenessessnssnsssens XXX eeirensninenersneeninne | onessesse e st st
SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
e PO e bbbttt sntesenensenies | seseeeeenees [ R VI I ..............coooiiiici | et | £eeb bbbt ns | SeRE bRt
; ONE
3 Xottttieeeressetesusenees | netseeseteeee st eee et e s e st et s s E et et sesRe | SEseeseEeEeEieREee s R e R ee R s R AR R esEeeE e RseRRes | £1eREeeEeeE e RAeEEesE R s e R b b e R E s Rt bRt Rens | HeREeeE e bR R e ARt
4. ), RTNRIROUROITE FORURTIORRRIRION XXX tterieeinieieeenines | setsseei sttt | Sebesb bbb | HEetb bRt
LS OO SPR U OTPSSTSSTPPSUTRPRTRPSRRSTRPURR PUVPIRSSURTRRPRTIRINY 0, 0, GESSTRTRRTIRTRRTOR PR D0, O DR XXXt ettieereeneeineieene | reeseesnsensisess s ssess et s s sens | seetessese sttt
Lo 2O OO OO OO OO OO OO OP OO PO PT OO OO OO PO PO SO PP PO OO PP PP PO PO PPORPPOTUPPORVRRR FYTTRYRSTURTORURPIVRIDD 0,0, CYUPOURTORURPOVRTORURTOOR) FPPYRPOORPPRPORON XXXoiierinirsninensnnnenns | oo XXX | rsnssessenenssnsseens XXX eririrsninensesninnines | o
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) - B (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. N .................................... 0.0 [ oo eessieienens | cereere st | estenses sttt [0 0.0
2. 0.0 | 0 000 | [ | 0| e 0.0
3o 2070 | st | e | e | oeesessessenees0:0 | v 0 [ 000 | [ | ceenen0. | 0.0
A 201 | et ssensenens | srestenssssessessessnnsessstesssssens | sessessssssessnssesssesessessenssessessns | sessesessensnessesessnnssnssnssess0:0 [ wonrinrininsinnnnnsennneens0 | s 000 e | s | rrseesssnsesssresssssesessesQ | s 0.0
B 2012 s | e sntnes | sensensesssenen st senssnssnssenes | censsnsssssnsenssnssenenssnssnssesenes | nnnnenenssnssssssnsensssenereenssi0e0 | srrnnneeessnnsnssenersensssnsnsernens0 [ oernninennsnsesnnnne 000 | i [ | o0 | s 0.0
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Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - OTHER

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
S 1o OO OO OO SO SO UE OO OP ST 18,382 | oo 18,382 | oo 18,382 | oo 18,382 | oo 18,382
2. 2008......oceeeeei RS SRR RSt n ettt | eniene et 214,569 | ..o 284779 | o 284779 | oo 248779 | oo 244,779
30 2009 ...ttt £ RS E e E£ R £ AR £ R E R R R R R Rttt n et n s entne | Sresseneneestentenens XXX vteveneireernennninsinee | seeveeeessensessessssesessesssessssenees 203,975 | oo 218,072 | oo 218,072 | oo 218,072
4. 20710. ettt eninns | enbeni bt D0, CORRT IO XXX otteriniineieiennsines | et 232,665 | ..o 245,594 | ..o 245,594
5. 228,699 | ..o 243,719
6. .211,189
SECTION B - INCURRED HEALTH CLAIMS - OTHER
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 2 3 4 5
Were Incurred 2008 2009 2010 2011 2012
L 1 OO OO O OO UOTRN IOV POPOTRPTROROTOOR 19,465 | oo 18,382 | oo 18,382 | oo 18,382 | oo 18,382
2. 2008 234,668 244,883 244,779 Y 4 244,779
3 218,072 | oo 218,072
4. 245,930 245,594
5. ..248,175 ..244,404
Lo OO OO OO OO OO OO OT OO O PO PO PO OO OO O SO PO P PO OO PO PO POTORYPPORTOPPYPR FYPTTVRPIVRTORPURTOIIDD 0,0, CYRPOVRTRURPORURPSYRTORS) [UPPURPORTRPIURTOTRUIT, 0. 0, COTURTORORYRRYRRTYRURPOR VTORPURSTRRTORTURTORITD 0,0, SOVRRIORORRORTRURPOE DYUVRTIRTORURTOTOIRD 0,0, CYRTORTRRRRORRON 232,114
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHER
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 246,819 | oo W7 4 T 9,981 | o A4 | s 254,760 | oooveerrernrieiierienenn 1032 | e [ ettt senensnns | eresseeees s 254,760
2. 280,257 228,070 ....228,070
3. 308,836 ...256,242 256,242
4. 339,608 256,939 ..257,717
5. 339,833 224,210 | covvnnicnniinnneenenens86.0 | 20,925 [ ,850 | 247,991
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Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

1 2 3 4 5 6 7 8 9
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Other

1. Unearned premilm MESEIVES...........cveveveiverereisisesessssesseisessssessssssesssssssssssns | eressssessesiesnn 240,187,482 |.....cccovevneas 200,544,464 |.......cooevnee. 29,050,172 | .ooovererrirrnnn. 2,858,973 | .o 452,795 | oo 211,803 | .o 7,089,275 | ..o | e

2. Additional poliCY rESEIVES (B).........urverrrerucrirrrririserieseseerieesssriseesseesssees | coeresseesseneons 302,600,506 |.......ocovrrienee 87,205,300 | ...ocovrerrennn 212,790,473 |.ovveevrrreriiens 2,503,666 | ....cvvrrerirriiinns 101,087 | vveoevereerierineniereienrins [ rermeesiessiessissssssssessies | eeeseessesssssessssesiesssenniens | e

3. Reserve for future contingent DENERILS..........ovurvrirrerrirniniereeeessieesinnes | coreeessssssessessssessssesessesen L O O [P OO BSOSO P P OO OO PSR UST TR TRRRRN
4. Reserve for rate credits or experience rating refunds

(including §.......... 0) for iNVeStMENt INCOME..........ccuuurvrmeeererereriseeeseerieeeeees | ceesresseeesas 222,575,039 |..coovverrerenne 214,381,727 | oo | reveeseeieeesnenens 1,736,705 | ..o 383,204 | ..o 2,569,071 | .o 3,504,332 | oo | et

5. Aggregate write-ins for Other POliCY FESEIVES.........civireiiiririeieiseeieseieieis | e ssessssssanseenas [0 RN [0 R [0 {0 {0 {0 R [0 RN [0 RN 0

8. TOHAIS (GrOSS)..eevrurerrerrerrrresreseisnssnsseisesssssssssessssessssssssessssssssssssessesssssssssessanss | osssesssssnnssens 765,363,027 |..ocvvvvrrirnns 502,131,491 | ..o, 241,840,645 |..ccoooverreinn 7,099,344 | ..o 937,066 |...cocovvrrereenns 2,780,874 | ..o 10,573,607 | oo [0 R 0

7. ReINSUrANCe CEURM..........ovuuriiiiieririersrersrrsrsrss s | sttt 0 s | crieniene st ensensentens | s s snnisnnes | sehesene sttt seni s | besene st st nt st sentsent st | sentent st st sttt et entes | shbensienneenn s enn st | cenheense s

8. Totals (net) (Page 3, LN 4)......ccccuvweerrrrirrrirereisesissssisesessesiessssesssnesens | coeesseneseenenns 765,363,027 |....ccovvvrerenn. 502,131,491 | oo 241,840,645 |.....coovvrverii 7,009,344 | ..o 937,066 | ....ovoorrirririnn 2,780,874 |..ccovviverrnns 10,573,607 | .ovovereriereenerireriiens! (O R 0

9. Present value of amounts not yet due 0N ClaimS..........c.ovrurrerinrinreinneenenes | cereeeeeeeeeseessereseseeseeeeen 0 [ eeereereereereernsereieessinsenseines | seereesnesssesse e st esesesessessans | seesessesesesess st st s st estentne | eeteiseesestestsesestestentansresaes | eetsestesseee et essesteseesestents | Sfessntsesessestensaeeessensentntas | Seeesesiestentastsessestestentesiente | sesessententnees s st et entnen

10.  Reserve for future contingent BENEFiS...........cceviieieiciirieeeeceeeies | e 0 | et essesensienes | sererere s sntenen | sresesessese st es et tessessntes | sebessessessessstestes e tentessebsntens | sressessesssastesietestessebsstensesse | essesesentesesastensesstensesesins | abiessstessesietestese b st ssesesnnte | estessesetenses e sn s n et entenees

11, Aggregate write-ins for Other Claim rESEIVES..........ccvevcveieieesie et | ertsseses s ssssssssaennnad (O OO 0 [t (O R (L R (L R (L R {0 RO {0 RO 0

12, TORAIS (GrOSS).vouuevrerrermereserireesseeessestses e stseessse s sess sttt sessesssas | ebsesesssestssssssenssssestesenns O O O (O (1 R L1 R L1 R L0 R (O SRR 0

13, ReINSUrANCE CEURM...........ueuuiiii s | 0 i | o | i | seresese st | seeess sttt sttt | sensiens sttt st entes | criennienn s | cennesnsi s

14, Totals (NEt) (PAGE 3, LINE 7)....ovureereeeerierireieeesssseeissestssiseiesesessssssssessns | cnsesessassssssssssssessassssssessa [0 R [0 (O {0 R [0 R [0 [0 [0 TR 0

DETAILS OF WRITE-INS

0807, oottt | ehb et 0 | o | et | et | seresi st | sesi sttt | cestees ettt | srienss ettt enens | et

0502, oottt R Rt en s | Stes st sttt enee L0 O P PO OO DSOS P P OO PO ET TP PSPPSR

0503, o.eeoeeveseesse et | Shbsn e 0 | oot eesieninens | ettt | ettt eente | seresi st | sesbsnes ettt | eest ettt | Shieeet ettt nens | st

0598. Summary of remaining write-ins for Line 5 from overflow page..........cccoceveewe | coevverereereersesieseissennnnd [0 TR [0 T [0 U [0 TR [0 SRR [0 TR [0 TR [0 R 0

0599. Totals (Lines 0501 thru 0503 plus 0598) (LiN€ 5 8DOVE)......ccrverrerrerrunrrarinnens [ cereersmrensssesseeessnessessesees (O [0 (0 (O (0 [0 P [0 P {0 0

T10T. sttt | st 0 | et | et | et ennte | serese et | sest st | eestes sttt | Sheenet ettt enene | eeen ettt

T02. ottt | Shseee ettt naes 0 O P OO OO BSOSO P PP OO OO TUOPRTOR PSR USTTOTRRRRN

1103, bt | s 0 | eoereerrerieessenieesieninens | ereeriess st enstenens | st nente | seresi sttt | sesb sttt | eest ettt | sheeest ettt | et

1198. Summary of remaining write-ins for Line 11 from overflow page.........ccccovvveees [ covveverivceiniiee e 0 e 0 [ 0 [ 0 | 0 e 0 e 0 e 0 e 0

1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 @DOVE)......eurverrerrerrinrenninns | rrerrersrrnsessenserersssesseneaad [0 R [0 [0 {0 R {0 R {0 R 0 oo 0 oo 0

(@) Includes $.....302,600,506 premium deficiency reserve.



Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses 3 4 5
C<1Jst OtherZCIaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total
1. Rent($....47,097,661 for occupancy of OWN bUIldiNG)...........cceeeevermereemmmememneeesneeeerns | ceeeerennees 7,520,101 |......... 11,953,381 |.......... 39,702,654 | .....ccccoeuuc 65,113 |....c..... 59,241,249
2. Salaries, wages and Other BENEFitS..........cvrurrnrrrirriniinrneneeesssssessise s | seeeens 143,807,387 |........ 169,003,653 |........ 398,936,564 | ............ 1,805,743 | ........ 713,553,347
3. Commissions (less §.......... 0 ceded plus §.......... 0.@SSUMEA)....oevrrvrieieieieiseieeisnieies | = ceveresesesesenens RN IS 215,684,698 | - oo | e 215,684,698
4. Legal fees and EXPENSES..........cccvcuiveieciieiieiee ettt ssssssennnens | T eveeressese s e eeeees | e 28,342,252 | = oo | e 28,342,252
5. Certifications and accreditation fees............ccccoviiiiiiiniiiiisssssnens | i, 5,185 | - e | 7 i | T s | s 5,185
6.  Auditing, actuarial and other consulting SEIVICES.............ccvvuevrvrirereeirereieiseeeeeeeeeeeieens | e 15,003,809 | ............ 3,073,147 |....... 175,815,262 | ............... 191,196 | ........ 194,083,414
7. TraVEliNG EXPENSES.......cvvrrrirrerreriresessieesieses sttt ssssssees | seessessons 2,257,435 | ........... 1,085,850 |.......... 10,883,445 | ....coccovenenn. 22,408 |........ 14,249,138
8. Marketing and adVErtiSING.........ccvuevcvriieiciiieietes et | eerennsenaenas 174,412 | .ol 98,259 | .......... 12,954,689 | - oot | e 13,227,360
9. Postage, express and telePhone.............cccuveueicieieiceee s | eveeaerenes 2,037,691 | .......... 10,024,664 | ............ 9,113,462 | ....coccvevnee. 5188 |......... 21,181,005
10.  Printing and office SUPPIIES.........ceveviieieiiisieicesete e | eraesssesaens 741653 |............ 3,387,582 |............ 5,718,304 | ............... 137,305 |............ 9,984,844
11. Occupancy, depreciation and @amortiZation..............cccceuevevereevereieiree e eeseesesssesens | ceveeessnssesenens 1,481 | e 2,647 | ... 13,599,163 | = oo | e 13,603,291
12, EQUIPMENL. ...ttt sb st n st es e ssbans | sbessesssessessssssesssans | sbessesissessesistessessstens | sresesissessessssssesnsans | srestesissesiesissentessesens | eriesestesiesessesiesnes 0
13.  Cost or depreciation of EDP equipment and SOftWare............cc.ocevvvererreerveeseeniesnienes | ceveiennns 9,533,076 | ............ 2,134,451 | ... 84,528,758 | .........co...... 93,592 |.......... 96,289,877
14.  Outsourced services including EDP, claims, and other SErvices..........coouevveereveiens | cevernes 59,812,214 | ........ 130,359,725 |........ 164,802,578 | ............... 170,111 | ........ 355,144,628
15.  Boards, bureaus and assoCiation fEES...........ccccucverveeierreeeieereee e | evereeins 2,198,895 | ......cccooee. 10,851 | ........... 6,275,142 | ........c.........5,952 | ... 8,490,840
16.  Insurance, eXCEpPt ON real EStALE..........ccovevivriveiiseeese e ssensens | ernienes s 4195 | - e | e 2,707,162 | ..oocvrernnn 15,140 | ............ 2,726,497
17.  Collection and bank service charges
18.  Group service and administration fEES...........cceieiirieieeeeseee et | eneseenns 5,056,166 | ............ 5,585,300 |.......... 63,224,798 | - oo | e 73,866,264
19.  Reimbursements by UniNSUred Plans............cceeeereireenieieenieeseeeeeeseeeeeeseeseensenens | ceveens (111,249,867 | ....... (150,893,472) | ....... (624,041,381) | ....ceovveve. (825,908)| ....... (887,010,628)
20. Reimbursements from fiscal intermediaries............coccovrninniiniininniniissees ——— s | s | T s | s 0
21, Real eState BXPENSES......cvvvvcveieieietsieie ettt e ——— LT ISR 20,834 | - e | e 20,834
22, REAIESIAIE TAXES.......ouiiiici | s | s | s | s | e 0
23. Taxes, licenses and fees:
23.1 State and 0Cal INSUMANCE TAXES...........ccuriiriiriiiiiisisssssssissississiens | st essesins | resiesiesi s sessnes | sesiessessess s sessnesss | setesssssessessessesins | orsessseessnssesssnsses 0
23.2 State PrEMIUM tAXES. ......vcvuevireiieiicieie ettt bbbt sesns | evsessssessessssessessntenss | esissessesisssssessessssanss | essessssessessnsessessnsenss | essessssssessessssessessnss | ssesessessessssessessnsan 0
23.3 Regulatory authority iCeNSES ANA fEES.........cccvcveieieiieseee et esiesess | cevevresissesesessessseses | ceresessessssssessssesisss | sesvenes 100,919,641 | ..ocovevieeceiiceens | e 100,919,641
234 PaYrOll HAXES......vvuevercerrrieceieeseesie ettt | sesnienenas 7,542,689 |........ 10,114,966 |.......... 21,864,384 | ...t 95,787 | ..ovveen. 39,617,826
23.5 Other (excluding federal iNCOME and real EStAtE TAXES)...........cuvveverieerieieirireiiees | e sisiese | evessessesessesssssessssnes | evressssessesissessesisseses | sevessssssssssssssessessnss | sreesessssssssssessesnsns 0
24, Investment expenses NOt INCIUAEA EISEWHETE............c.ccriciiieieecee e ieins | ceeieissieseissiesesieses | seresssessessssssssesssses | sesessessssessessssessesisses | sesessessssessesssssssessssss | siessssessesssssssesssns 0
25.  Aggregate Write-inS fOr EXPENSES........cvurvererererinrireieisisesiesissssesesssssessss e ssessesssssssssssses | ssssssssssssassssssssnees [0 [0 [0 [0 0
26. Total expenses incurred (LINES 110 25).......c.ovrvrverernirinerineeeeinsessesisesssssisesenes | cenenns 144,446,522 | ........ 195,941,004 | ....... 731,052,409 | .....cc..... 1,781,627 | (a)1,073,221,562
27. Less expenses unpaid December 31, CUITENE YEAI..........ccovcvvieveeirieieeeeesseeesenssnes | seressssssesessssesessnssnes | vevesenens 86,574,329 | ........ 279,949,812 | ..o | e 366,524,141
28. Add expenses unpaid DeCEMDBEr 31, PHOK YEAI..........cccveviveireieirie e seissieseissienens | eresessssessessssesesnsees | eesessens 74,008,263 |........ 219,330,523 | ...ovorivieerieiens | e 293,338,786
29.  Amounts receivable relating to uninsured plans, Prior YEar...........cccvveerireniveeesniens [ ereeriveeressseessnseees | vevevenns 25,532,598 | .......... 54,885,032 | ..ooovvieeeiieeeins [ e 80,417,630
30. Amounts receivable relating to uninsured plans, CUMTENt YEAT..........ccceverevieesiieiens | ererieisisiisesseniensnees | ovesneens 39,389,917 |.......... 84,790,149 | ..o | e 124,180,066
31.  Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30)..........cccceervereververes | cevnees 144,446,522 |........ 197,232,257 |........ 700,338,237 |............ 1,781,627 |..... 1,043,798,643
DETAILS OF WRITE-INS
2507, oottt nnnte | seseessaensennnseessennnnn | srestesesness st nnsnnes | seseesseenteness st st | seesteeen st enss e nnens | neeeteess st 0
2802, oot | stsnesi st ennnes | srerienes st ennsens | sereese s nanes | neeseenes s | et 0
2503, oottt nnnte | seseesseentenens et ennnnn | srestesesness st nnssnes | sesreesseentaness st enntns | seestenen st st nnnnens | neeeteessee st enetneees 0
2598. Summary of remaining write-ins for Line 25 from overflow page...........coevvveeniinnes | covveveinnensinieennend (0] [0 (0] (01 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (LiN€ 25 @DOVE).......ererrrenresrensisrsrrsnisnens | seeseessessnsssesssssennes [0 [0 (O] (O 0
(@) Includes management fees of $.....56,861,985 to affiliates and $.....148,659,161 to non-affiliates.
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Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICH'GAN

EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year
1. ULS. QOVEIMMENE DONGS. .......couiviieiecicteictctes ettt st a bbbt ss s s ness e [ ) IO 13,453,458 | ..o 13,643,144
1.1 Bonds XEMPE fTOM U.S. t8X.....oovurireieeiisirsiciisisciesiss sttt ss sttt sttt [C:) SO U U DUPUR OO P TR URUURRRO
1.2 Other boNAS (UNGFfIALEA).........evuererererieiieeiserrieie ettt st nen () I 112,990,336 | .o 110,874,555
1.3 BONAS Of @fIIALES. ... veererrerrieriiciieeeie ettt [€:) SOOI DUUUE O EPURORURURURRTO
2.1 Preferred StockS (UNGFfALEA).........o.ererererieiiecirere ettt sttt (o) S 188,849 | ..o 188,649
211 Preferred StOCKS Of @ffIlIALES...........orererirricreire sttt sttt (D) ettt | et
2.2 Common StOCKS (UNAFFIIAIEA)..........c.eviveieeririetee ettt bbb bt s s sassns | sessssesssesssssssessssnees 17,545,954 | ..o 17,866,941
2.21  COMMON SIOCKS OF @FfIIAIES. ... vvureurerrireiiecicireieie ettt ettt f ettt nt s | 2eseesessantansses e st essens s sesses st ensansns | Siessestnsnssessessant st ns e st ess st nssnsnn
3. MOMGAGE I0BNS........eoee ettt R et ()it erenies | et
4. REAIESIALE. ....ceeeeeeeeeeeeee ettt ettt e ettt ettt ettt ettt ettt ettt tee [ (o) PO 47,097,661 | .oooveceeeeeees 47,097,661
Lo o =T 1o [T PO PO BUSOTOT PP PTORTT
6.  Cash, cash equivalents and ShOrt-term INVESIMENLS. ..ottt () 51,524 | oo (671,886)
7. DEriVAtIVE INSITUMENTS. ..ot bbbt (Bt | et
8. Other iNVESIEA @SSELS.......c.coucicviecictic ettt bbbt b bbb bbbt s bt s st en s s bnns | oebessesestesaesensens s sneas 3,604,001 | oooveeeeeas 3,022,702
9. Aggregate write-ins fOr INVESIMENT INCOME.........c.oiuieierrieieec ettt sttt estes | snssntssssssssnsensssessnssnsas (3,545,170) | ovovveeerercesrireieennes (3,598,136)
10, Total gross iNVESIMENE INCOME. ........cuieiieciieiieciiteit ittt ettt bttt sttt ettt et st s bt ssesnssnsessnsansenntanes | sobesssssssesssssnsessnsnes 191,386,613 | oo 188,423,630
11, INVESIMENE EXPENSES. ...eeveeeeeerieeseiseeseeecee e s et ees e es et estese s e s s s eeeeese eS8 s 428 e R s £8 eS8 E e E 8 e 842848228 e 842 £k A R £ o2 e 1R AR R e bbb st nE st (<) S, 1,685,840
12.  Investment taxes, licenses and fees, excluding federal INCOME tAXES. ...... ettt bbbttt () ISR 95,787
13, INEETESE EXPEINSE. ... eueeeeeecercireise e ettt b et s b b s 8284 E £ £ £ 4R s £ 8 E 42 R RS E LR R R R AR R R ARt (1) S 17,793,287
14.  Depreciation on real estate and Other INVESIEA @SSELS...........cu vttt sttt f bbb s bbbt () SRR 10,720,969
15.  Aggregate write-ins for deductions from INVESIMENE INCOME..........c.cveiiiiiiiiiiei ettt bbb bbb bbb bbb s s bnss | edebssbssssssssssssss et st st st ens s banes 0
16.  Total deductions (LINES 11 tIOUGN 15)........c.ciiiiieireicieic ettt bbbt bbbttt s bbbt et st s s st s nbes | etsntenssssstessssnsesesanes 30,295,883
17. Netinvestment income (LINE 10 MINUS LINE 16)...........cviiiueieiiieiieicieie ettt sttt bbb bbb bbb e s s ss b ss st ssesnbensens | sbessessssssessnsansesneas 158,127,747
DETAILS OF WRITE-INS
0901. SECURITY LENDING INCOME ..........ooeiierirririreiiesiesessisesessssssssss e ssessesssssssssessassessssssssssssessasssssssssessessasssssssssessessassassssssnsss | sessassssssessasssssnsssssessessns 470,554 | oo 417,588
0902, SWEEP INCOME ...ttt sttt ettt b st st st nssnes | essstsssnssessessansanssnssnssestns 1,665 | oo 1,665
0903, MANAGEMENT FEES ..ottt sttt ettt ssensensnnsans | snssssssssssnssessnssnssnssns (4,017,389) | v (4,017,389)
0998. Summary of remaining write-ins for Ling 9 from OVEMIOW PAGE.........ccuiuririirinrirririeisesiss it esssssssssessessns | essessessssssssessesssssssssessessessassanes 0 [ o 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE)......vurururerrerreersisesissrssnessesessssssnssssssssesssssnssnssssssssessassssssesssssassenss | sssassssssesssssensasssssessns (3,545,170) | ovvverererrerrireeennaes (3,598,136)

(@) Includes $.....18,226,177 accrual of discount less $.....26,097,644 amortization of premium and less $.....14,352,608 paid for accrued interest on purchases.
(b) Includes$.......... 0 accrual of discount less §......... 0 amortization of premium and less §.......... 0 paid for accrued dividends on purchases.
(¢) Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium and less $.......... 0 paid for accrued interest on purchases.
(d) Includes $.....47,097,661 for company's occupancy of its own buildings; and excludes §.......... 0 interest on encumbrances.
(e) Includes$.......... 0 accrual of discount less §.......... 0 amortization of premium and less $.......... 0 paid for accrued interest on purchases.
(f) Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium.
(@) Includes§.......... 0 investment expenses and §.......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.
(h) Includes §.......... 0 interest on surplus notes and §........ 0 interest on capital notes.
(i) Includes $.....10,720,969 depreciation on real estate and §.......... 0 depreciation on other invested assets.
EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4 5
Realized Change in
Gain (Loss) Other Total Realized Change in Unrealized
on Sales Realized Capital Gain (Loss) Unrealized Foreign Exchange
or Maturity Adjustments (Columns 1+2) Capital Gain (Loss) | Capital Gain (Loss)
1. U.S. government bonds..........ccocueveevcvreeeieerereieiseresessesesee s 10:36,330,863 | ..ovoieeeee s | v 36,330,863 | ..covrereriieinns LG 0T£) |
1.1 Bonds €Xempt from U.S. taX.....coorurirrrriirinencnrireiiniecssinsisnins | cevsnsesseeesssessssssssssssessnns | sseeessessessssssesesssssessnnsnns | sessnsssssssssessessnssssssessedd | eormesessnssnsssssnsssssesssssness | sessssssssessassesssssnsssessessnes
1.2 Other bonds (unaffiliated)...........ccccorrrerinrnrrnirnnnenrnereeeennes | e 12,868,915 | ..o .(12,474,591) | .................60,394,324 | .....
1.3 BoNdS Of @ffliateS........c.cvueicrcecicecccee et | evevesese s sssns | eevessesssesssssesesssssesesssseens | erievessessnesessnessnsensensQ. | ereereessesissse s essenes | st aesee s
2.1 Preferred stocks (unaffiliated)..........covrerrrrirnrnrnrrernninnnnnnns | ernrennnerniinnennenne 1,934 | (69) 1,865 |
211 Preferred Stocks oOf Affliates...........ccviuivririreicieeiereeee s | e ssssesens | cvessesssssssssssessssssesssssnss | svesiesessesssessssssessesenssQ | eveveerissssesessssesessessesienes
2.2 Common stocks (unaffiliated)............ccceevrerereerreiererceeesieeeeenes e 44,213,911 | L .(14,417,747) | ................29,796,164 |..... ....52,980,070 |...
2.21  Common StOCKS Of AfflIAtES..........ccvevieieeiciceecseeeceeies | et sestesess | evesessssesessssesesssssesesssnss | evessssesesssssesensssesenennaQ | s .218,810,424 | ...
3. MOMGAGE 0ANS......ceieecierireiecereee ettt | seteesesssesessesesensssssnennes | sesessssessessssenensessssessennnns | cneernensssennennensnsenneenned | eoernernnnnee e
4. Real estate....... (650,987) | ..eovrereeeereereirnernrinnenns | cereereereeennneenn(650,987) | ...
5. COMTAC I0BNS......uveiececerieieiie ettt tssesssssstssssessenss | sessessessssssssessessnsssssnssess | neeessessessessssssssessessansns | sesssssssssessessensnnssnssessnd | vees
6. Cash, cash equivalents and short-term investments............c.cccee. | cevveereeiiieeennnn 10,245 | e (505) [ 9,740 |
7. Derivative iNSITUMENLS.........ccoviieieeiiesceeeeseetseeesieseieses | cessssresnssssssssssesessssssesesss | sesessssesessssssesesssssssssssesess | sresesessssessssnsesessssnsesessad | vees
8.  Otherinvested assets...........cccccoeverereiunnn SO U PUUSPURUSRR EUSUSRRUSPSRUIRSRRRRRONt | N OO
9. Aggregate write-ins for capital gains (losses).. (756,114) [ cvoeeeeeeeeceiieeeea0 | e (756,114) |
10. Total capital gains (losses) 152,018,767
DETAILS OF WRITE-INS
0901. AGGREGATE WRITE IN FOR CAPITAL GAINS (LOSSES)....... | ceovvvrerrrrernns (756,114) | oo | cveeensesieienns (756,114) | covvreereeieisrssiseiiesens | cvevessesssiess s essenens
0902.
0903.
0998. Summary of remaining write-ins for Line 9 from overflow page...
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above).............. (756,114) | o (] I (756,114) | oo 0
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Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD

OF MICHIGAN

EXHIBIT OF NONADMITTED ASSETS

Current Year Prior2 Year Change3in Total
Total Total Nonadmitted Assets
Nonadmitted Assets Nonadmitted Assets (Col. 2 - Col. 1)
1. BONAS (SCHEAUIE D)....covvveieeseet ettt b s bbb sessenss | essessstessessssessesssessessssessesssssnsesses | sbessessessssassessssessesssbesses s bessesssbenss | 4evsesssssssesssssstes et sntes e bnses e sanee 0
2. Stocks (Schedule D):
2.1 Prefermed SIOCKS........ i | bbb | srbin bbbt | bbbt 0
2.2 COMMON STOCKS.....cureurererieceeeseisrisesseeessess s sseseesese e sseesesssssss e ssessessanssessessessessassns | sesesssssssssessassssnssssssessasssssnssnssesss | sressasssssnssnssessasssssnssessessessansnnssns | fessesssessessessassnssessessessssssnnsan 0
3. Mortgage loans on real estate (Schedule B):
TS T 11 1T O OO DU U PTRU OO RRRN 0
3.2 Other than firSt IENS..........cuuiiii s | frsb bbbt nes | srbbsb ettt | Shbens et 0
4. Real estate (Schedule A):
4.1 Properties 0CCUPIEd DY the COMPANY........cciiiiiirieiriniessieie e ssssesssesessniees | sesessssessssssessessssessessssassessssessesas | sessssesssassesesassessessssessessssessessssans | ssessessssessesssessesssassessessssessesns 0
4.2 Properties held for the produCtION Of INCOME...........ururirirrirircireirris et sesiestees | creeessesseseesessesssessesessessesssessessesses | sestesssssssssesssssessasssessessessassasssssess | sesessssessssessassnssnsssssssssassassnssanes 0
4.3 Properties NEIA fOr SAIE...........ccciiiireiiccisie ettt seans | ebessesesssessebes s eaesassstebessssbebesssses | seebesesssesesassesesessssebesenssaesesntesenss | sbeseesesesisetetesieaet e s naetes s aesenad 0
5. Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term INVESMENLS (SCEAUIE DA)...........cvevieeieiceeieieees et tssessssssss e | cevssssssessessssesiesesses s sesses s sssssssssns | stessesssssssssssssssesssssssesssssssessssssesss | evsessssssesssssssesssssssesssessesssanes 0
B, CONITACE IOBNS.......eoceeceeceeiieeiect ettt ettt s e s st et sns | £ebebseesessestees et e eses s s b et ees e bsessees | seseetetsetesseeses b st et et s st e s et et snnae | Sbetiebaee s et b s b et R et 0
7. Derivatives (SChEAUIE DB).........ccccuciiiiieiiiieieeetes et se bbb ssssesens | sessesesessssssesessssesessssesessssssesesssseses | sebesssissesessssesessssnsesesssesesssstesenss | stessssessssssssessssssessssssesesssssesesns 0
8. Otherinvested assets (SCEAUIE BA)..........c.cuiueiiiiiieeiisieieiseie et | evsessssesssssssesesssses e besse b sssaesses | sbessesssssssessessssassessssessessssessesssesss | sessesssssssessesassesssassessssessessssanes 0
9. RECEIVADIES fOr SEOUMHES..........vvuiiiiiciiciici st | bbb | eebss bbb | orasnss bbb 0
10.  Securities lending reinvested collateral @SSets (SCHEAUIE DL)..........cccuiueieiiieieiiieieiieiens | et ese s ssess | sesessessssessessssessessssessessssessesssssnsans | ssessessssessessssessessssessessssessessssns 0
11, Aggregate Write-inS fOr INVESIEA @SSELS..........ccevcveieeiereee ettt sssenes | ssesssesssssssesssssssesssssessesassanans 0 | e 0 | e 0
12.  Subtotals, cash and invested assets (LINES 110 11).....cieicceieiceieerss et | sreirssessessssesesssses s ssses e sssenans 0 | oo 0 | e 0
13, Title plants (fOr Title INSUIEIS ONIY).......cvurvririieririrrireeississsseisessessssssssseesessesssssssssssssssasseses | sesessssssssssssessessassssssessessessasssnssesss | sessessessnssessessessassssssessessessansnssns | fessesssssessessasssssessessessassnssnssns 0
14.  Investment inCOMe dUE aNd CCTUBT............ruuurierieiiiiiiieiisiireireireiee i | sebsnisnesnsissi s esssesseenees 26,655 | ..o 773,939 | oo 747,284
15.  Premiums and considerations:
15.1 Uncollected premiums and agents' balances in the course of collection
15.2 Deferred premiums, agents' balances and installments booked but
AEFEITEA AN NOL VBT QUE....... ettt esssstnes | setsessssssessestasssessessessessastnssesseses | s8essasssssssssessessassssssssnssassassansnnssns | fessssssssessessassssssnssmssessassnsnnsnn 0
15.3  AcCrued retrOSPECHVE PIEMIUMS........cvivviviieireisieeiseieiese ettt sss s ssessssessessssens | stesssessessesessessessssessessssessessssassesas | sesessessssassessssessessesessessesessassessnsans | ssessessssessessssessessssessesssssssessnsns 0
16. Reinsurance:
16.1  Amounts recoverable from FEINSUETS............couiiriiriiiirieiess s | sesieiiei it | sbeesb st bbb bbb | besbesi s 0
16.2 Funds held by or deposited with reiNSUrEd COMPANIES...........c.oruruurirrierrerrireirireiireis | eesreersieesesssesseseesesseesessssessessses | sessessassssssesessessessssssessessessessnsnnes | sesesssssssssessessnssssssessessessnsnsssnes 0
16.3 Other amounts receivable under reinSUraNCe CONMTACES. ... e | st | essess s 0
17.  Amounts receivable relating to UNINSUrEd PIANS...........cc.ovuevivieeiereieiieteeeie e | coevevesaes s 535,334 | oo 11,802,733 | oo 11,267,399
18.1 Current federal and foreign income tax recoverable and INtErESt tNEIBON..........c.cuccvieiiieies | coeeeiice e setees | cevetsese e ses e bbb s s s bsnses | sssebessssesessssssebesssssebasssaesesnans 0
18.2 NEt dEEITEA tAX @SSEL......vuuveeierierii ittt | £oeeb bbbttt esseees | eebsetbsetb st bbbttt eenta | ehieesiee s e sttt ettt 0
19, Guaranty funds receivable OF ON AEPOSIL.............ccrieiririreieiscees ettt ssssssesssans | sesssesssssssessssssses s sessessssesssssessnans | ersesssssssessssssessessssessessssesssssssassass | seessessssessessssessesssesssssnssssesansnns 0
20. Electronic data processing equipment and SOftWarE...........c.cc.ccueveveurieieisieeeiseeeeeeieiieis | e 234,395,513 | oo 244,963,300 | ..oooeeeieceeeeeees 10,567,787
21.  Furniture and equipment, including health care delivery assets.............ccoevevieveeiireesiciins | covvieieeeieesieeienns 10,522,107 | coevericeevereeees 8,454,880 | ..coovvvereeieeres (2,067,227)
22. Net adjustment in assets and liabilities due to foreign EXChANGE FaES..........ccuiueiciiieiieies | et steseiess | estessssste s s s esse e ssessssasses | sssesssessessssessessessssessessssessesnsan 0
23. Receivables from parent, SUbSIdiaries and affliates...........cccoveirviieiiciieeiieeeseesieieens | ettt ssse s sess | essessssssesessessesesses s s s ssesssanaes | seresietessessses s sen st saesnea 0
24. Health care and other amounts reCeIVaDI. ..o | i 2,828,817 | oo 4,656,475 | ...ooooc 1,827,658
25. Aggregate write-ins for other than iNVested @SSEtS.............ccvvveveiireiiecceie e eeseeeeens | cveerieisisisisiessieneas 37,107,568 | ..o 22,478,585 | ...ocveverieine, (14,628,983)
26. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (Lines 12 through 25)..... ...285,415,994 ..293,129,912 1,713,918
27. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS..........ccevevs [ covrverreiniieieneieie e senns | o ...0
28. TOTALS (LINES 26 @NA 27)......cvvurererireireisssisessssesessessssssssesssssesssssssssssssssessssssssessessassssas 285,415,994 ..293,129,912 1,713,918
DETAILS OF WRITE-INS
T0T L RS R e R e st et essesaes | HeseEeE et AR e e AR et et enE et et en s e s et | Hetessetetessesn st st s s s s antesetantes | setessesennessetenn st s st et nres et 0
1102, eSS RS R £ | SRk R AR R s | R Rt | eeebe sttt 0
103, £ AR R R Rt e At Eessesaes | HeseEeE et AR e eR et e et et enE et et s s et et | Hetessetetessese e e s sn s s nnnsantesetantes | setesseteenesetens st ne st ettt 0
1198. Summary of remaining write-ins for Line 11 from overflow Page.........ccceeerieeninieniins | cevverieisssieesseesssesesesseens (O TR 0 | e 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (LINE 11 @DOVE). ....v.rurreurieirerrersiniserisnessessessssnssnes | eosessssssesssssssssssnssssssessesssssssssens 0 [ oo 0 | o 0
2501. Miscellaneous ACCOUNtS RECEIVADIE. ............cccceuriviiriiicieiice et benens | sevseresesssesesssesesenas 13,480,880 | ..ooevvvcrceree 6,605,443 | ..coovveereeee (6,875,437)
2502. Prepaid and Other ASSELS...........c.cvuiiveiiviiieieieee ettt sssesssnss | essessssessessssessesssnes 10,004,542 | oo 8,626,277 | cecvveeereereeeernns (1,378,265)
2503. Company OWNEd AULOMODIIE. ..........cueuiurieiriieieseie ettt snsesens | sensessssssessssssessesssansesand 63,620 | .ovoveereeeeenns 23,680 | oo (39,940)
2598. Summary of remaining write-ins for Line 25 from overflow page............cccvvvevveiviveiercieiienes | oveveieieiveeseeeie 13,558,526 | .oovoeeeveeeeeeeene 7,223,185 | oo (6,335,341)
2599. Totals (Lines 2501 thru 2503 plus 2598) (Line 25 above) ....22,478,585 (14,628,983)
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Statement as of December 31, 2012 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Source of Enrollment Year Quarter Quarter Quarter Year Months

1. Health MaNtENANCE OFGANIZALIONS. ........viveiririieiicieiiiei bbb bt s bttt bebanses | ebetstsesebsesebe bt ses et s st ebesesesssansets | nesebesnsesetstsebabassesesssnesebanssesesnnne | sbntsesebessesesnsesebasnsebestsesenansetesns | chebesstsesasassetesnesesebansetessssesesasantes | Hassebessssesessssesesassesesnssesebesssesnsans | etntsesesansesnsnssesesassssessssesesasnsesees
2. PrOVIAEr SEIVICE OFGANIZATIONS. ......c.vuiveiiriietiiscieiei ettt sttt b et e bbbt s b bRt e b ek s st et ebebessetesenns | £resetssetetessesesasassetesassesebassetesesses | 4essesesasnesessnsesesnssesesassesesassssasass | ebessssesesssesesansesesnssesesessnsesesssnnse | ntsesesassesesessesesesansesesssesesansesesanne | stessesesssnssesesssesesssnssesessesessssnseses | sebessssesesnsnesetessesesssnssesansesesesnns
3. Preferred provider OrGanIZAtIONS. ............curiiirieiieiriceeisieis ettt bbb s ettt se b st nnnnens | sberntetenns ettt nnreaas TATA761 | 1,138,032 | oo 1,129,631 | oo 1,113,535 | oo 1,112,191 | 13,511,991
4. POINE Of SEIVICE. ....vuveeiieeieeieiii etttk bbbt | Hbee bbb 11 N RO 529 | o Lo L OO A8B | oo 483 | e 6,089
B INEMINIY ONIY.....voeeie sttt | bt 313,060 [ oo 343,705 [ oo 353,063 [ ..o K T(0 (<1 I O 375,142 | oo 4,270,134
6. Aggregate write-ins for Other INES Of DUSINESS............cuiuriiircriiiriciee et | enbenb bbb B74 [ B74 | B74 | B65 | .o 655 | 8,036
T 00l et EER ARkt | He ettt 1,489,063 | ....oovvvvneriinirininiins 1,482,940 | ..o 1,483,884 | ...ccoovivirniiieriniinnns 1,484,855 | ....ooovvvvirinniraniins 1,488,471 | oo 17,796,250
DETAILS OF WRITE-INS

06071, NAHONA! STOPIOSS.......vovvirciiiiieiseiiie ettt ettt s e st s st s e bens | anbessebsnsessess st en s s et st b eee 102 | oo 99 | e 99 | o 98 | i | e

0602. Local Stoploss.

0803, .ceeoeeeeeeseesseesse e st RS R e

0698. Summary of remaining write-ins for Line 6 from OVEMIOW PAJE.........ciuririiririeieirieeiseeee s ssseeeesssesseesetsssenens | seeessessssessssesessssesseesesessessesees O | o 0 | o L0 S 0 | e 0 [ e 0

0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE 6 BDOVE)........urvuiruiriirisiniiriisiserissnesesissmesene s sens st sensssnsssnssnnss | senesenssessssssssnsssssssnsssssssssssnees B74 | i B74 | i B74 | i B65 | ..o 855 | ..oorerrrrsrrersne s 8,036




Statement as of December 31, 2012 of the BLUE CROSS BLUE SHlELD OF MICHIGAN

NOTES TO STATUTORY BASIS FINANCIAL STATEMENTS
FOR PERIOD ENDED DECEMBER 31, 2012

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Accounting Practices

Blue Cross Blue Shield of Michigan (the Company) is incorporated as a nonprofit health
care corporation under the provisions of Public Act 350 of 1980 (P.A. 350) of the state of
Michigan. Hospital, medical, and other health benefits are provided under contracts with
subscribers. The Company also operates health maintenance organization (HMO)
subsidiaries that provide health care services to subscribers and contracts with various
physician groups, hospitals, and other health care providers to provide such services. In
addition, the Company has subsidiaries that provide workers’ compensation and long-term
care insurance.

Michigan Office of Financial and Insurance Regulation (OFIR) recognizes only statutory
basis accounting practices prescribed or permitted by the state of Michigan for determining
and reporting the financial condition and results of operations of an insurance company.
OFIR adopted the National Association of Insurance Commissioners’ Accounting Practices
and Procedures Manual (NAIC SAP) as the basis for its statutory accounting practices.
The Commissioner of OFIR has the right to permit other specific practices that may
deviate from the prescribed practices. The accompanying statutory basis financial
statements have been prepared, except as to form, in conformity with accounting practices
prescribed or permitted by OFIR.

At the direction of the Michigan Commissioner of Insurance, the Company limited its
provision for all premium deficiency reserve (PDR) losses to not exceed two years. NAIC
SAP, as prescribed in SSAP No. 54, Individual and Group Accident and Health Contracts,
requires all reasonable foreseen losses be accrued. If the provision for PDR losses was
not limited to two years, statutory surplus would be decreased by $202,517,000 and
$224,127,000 for the periods ending December 31, 2012 and December 31, 2011,
respectively. Additionally, net income would be increased (decreased) by $21,609,000 and
($9,543,000), respectively, for the years then ended December 31, 2012 and 2011.

OFIR approved the Company’s permitted practice request regarding the determination of
the admitted asset attributable to hospital advances pursuant to paragraph 16 of SSAP
No. 84, Certain Health Care Receivables and Receivables Under Government Insured
Plans. The permitted practice allows the Company to admit net hospital advances
attributable to self-funded contract claims to the extent of the unpaid hospital incurred
claims owed by the Company to the hospital. Without the permitted practice, statutory
surplus would have decreased by $79,196,782 and $90,588,546 as of December 31, 2012
and 2011, respectively. The permitted practice had no impact on net income for the years
ended December 31, 2012 and 2011.

A reconciliation of the Company’s net income and capital and surplus between OFIR

prescribed and permitted practices and NAIC SAP as of December 31, 2012 and 2011 is
as follows:
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Statement as of December 31, 2012 of the BLUE CROSS BLUE SHlELD OF MICHIGAN
12/31/2012 12/31/2011
Net Income - MI OFIR $ (2,549,430) $ 40,011,408

MI OFIR Prescribed Practice
Two-Year Limitation on Premium Deficiency
Reserves 21,609,000 (9,543,000)

MI OFIR Permitted Practice
Hospital Advances for Self-Funded Claims - -

Net Income - NAIC SAP $ 19,059,570 $ 30,468,408

Statutory Surplus - Ml OFIR $ 3,060,597,267 $ 2,789,651,952

MI OFIR Prescribed Practice
Two-Year Limitation on Premium Deficiency

Reserves (202,517,000) (224,127,000)

Deferred Tax Impact of Two-Year PDR limit 40,503,000 44,825,000

Change in Non-admitted Deferred Tax Asset (30,512,000) (28,500,000)
MI OFIR Permitted Practice

Hospital Advances for Self-Funded Claims (79,197,000) (90,588,546)
Statutory Surplus - NAIC SAP $ 2,788,874,267 $ 2,491,261,406

B. Use of Estimates in the Preparation of the Financial Statements

The preparation of statutory-basis financial statements, in conformity with the Annual
Statement instructions and accounting practices prescribed or permitted by OFIR, requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the
statutory-basis financial statements and the reported amounts of revenue and expenses
during the reporting period. Actual results could differ from those estimates.

C. Accounting Palicy

Premiums, which generally are billed in advance, are recognized as revenue during the
respective periods of coverage. Premiums applicable to the unexpired portion of coverage
are reflected in the accompanying Liabilities, Capital and Surplus page of the Annual
Statement as aggregate health policy reserves. Premiums received in advance of the
billing due date are recorded as premiums received in advance.

Fee revenue primarily consists of administrative fees for services provided under
administrative service contracts (ASC), including management of medical services, claims
processing, and access to provider networks. Under ASC arrangements, self-funded
groups retain the primary underwriting risk of paying claims, and the Company retains an
element of credit risk to providers in the event reimbursement is not received from the
group; therefore, claims paid by the Company and the corresponding reimbursement of
claims, plus administrative fees are netted. Amounts due from ASC groups are equal to
the amounts required to pay claims and administrative fees. Administrative fees are
earned as services are performed and are calculated based on the number of members in
a group or the group’s claim experience. Since benefit expenses for ASC arrangements
are not the responsibility of the Company, claims paid by the Company and the
corresponding reimbursement of claims are not reported in the accompanying Statement
of Revenue and Expenses. Administrative fee revenues related to ASC arrangements are
included as a reduction in operating expenses, cost containment expenses, and other
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Statement as of December 31, 2012 of the BLUE CROSS BLUE SHlELD OF MICHIGAN

claim adjustment expenses. Administrative fee revenues of $887,010,628 and
$819,797,283 related to ASC arrangements are included as offset in operating expenses
for the periods ended December 31, 2012 and 2011, respectively.

In addition, the Company uses the following accounting policies:

1. Short-Term Investments - Short-term investments and cash equivalents are recorded at
amortized cost, which approximates market value, and include commercial paper,
certificates of deposits, and other readily marketable investments with initial maturities
less than one year for short-term investments and three months or less for cash
equivalents.

2. Bonds - Bonds not backed by other loans that have an NAIC designation of one or two
are stated at amortized cost using the effective interest method. Bonds with an NAIC
designation of three or higher are carried at the lower of amortized cost or fair market
value.

3. Common Stocks Unaffiliated - Common stocks are recorded at fair value. Changes in
unrealized appreciation and depreciation in the value of common stocks are reflected as
direct increases or decreases in surplus.

4. Preferred Stocks Unaffiliated - Preferred stocks are stated at book value for NAIC
classes one and two and lower of book value or market for NAIC classes three through
six. Changes in unrealized appreciation and depreciation in the value of preferred
stocks are reflected as direct increases or decreases in surplus.

5. Mortgage loans on real estate — The Company does not have mortgage loans.

6. Loan-backed securities are stated at amortized cost. Premiums and discounts on loan-
backed bonds and structured securities are amortized using the retrospective method
based on anticipated prepayments at the date of purchase. Prepayment assumptions
are obtained from broker-dealer survey values or internal estimates. Changes in
estimated cash flows from the original purchase assumptions are accounted for using
the prospective method. Should the present value of anticipated cash flows collected be
less than the amortized cost basis, a determination will be made on whether the decline
in value is other than temporary. If the Company has the ability and intent to hold the
security to maturity but does not expect recovery of the carrying value, the credit portion
of the decline is recognized as an impairment loss.

7. Investment in Subsidiaries, Controlled and Affiliated Entities - The Company uses the
equity method and follow NAIC SAP in valuing its subsidiaries and affiliates. In
accordance with SSAP No. 97, Investments in Subsidiary, Controlled, and Affiliated
Entities, a replacement of SSAP No. 88, the Company reports its investments in
subsidiaries inclusive of related goodwill balances. Included in the Company’s common
stock balance are the investments in Blue Care Network of Michigan (BCNM), Accident
Fund Holdings, Inc. (AFHI), and LifeSecure Holdings, Inc. (LifeSecure). In June 2011,
the Company made an additional contribution of $15,500,000 to LifeSecure. Additional
entities over which the Company’s own sufficient equity ownership to exert significant
influence over operations of the investor include BMH, LLC, BloomHealth and NASCO,
LLC.

Goodwill is amortizable over 10 years. Goodwill amortization recognized for each period
ended December 31, 2012 and December 31, 2011 was $7,820,129 and $6,663,900,
respectively. The carrying value of these assets is reviewed for impairment at least
annually or more frequently should circumstances indicate. The Company completed its

25.2



Statement as of December 31, 2012 of the BLUE CROSS BLUE SHlELD OF MICHIGAN

annual impairment test as of December 31, 2012 and December 31, 2011 and no

impairments were indicated.

The goodwill limitation calculated based on SSAP No. 68 at December 31, 2012 and
2011 was $285,656,845 and $256,136,030, respectively. The Company'’s actual
goodwill balance at December 31, 2012 and 2011 was $17,069,957 and $13,327,800,
respectively. As of December 31, 2012 and 2011, the Company’s goodwill balances

were fully admissible.

As of December 31, 2012 and 2011, the breakdown between goodwill and investments

in subsidiaries is shown below.

Common Stock Investments in Subsidiaries:

Investment in BCNM*

Investment in Accident Fund Holdings, Inc

AFHI goodwill
Investment in LifeSecure
Amount included in common stock

Preferred Stock Investment in Affiliates:

BloomHealth goodwil’
Amount included in preferred stock

Other Invested Assets:
AmeriHealth
NASCO
BloomHealth
Amount included in subs and affiliates

Total investments in subs and affiliates

Summary:
Total investments excluding goodwill
Goodwill

Total

12/31/2012 12/31/2011
899,163,166 715,203,000
633,615,170 578,901,000

6,663,900 13,327,800
23,771,220 26,274,000
1,563,213,456 1,333,705,800
10,406,057
10,406,057
140,202,247 129,764,588
968,557 5,058,249
- 11,818,872
141,170,804 146,641,709
1,714,790,317 1,480,347,509
1,697,720,360 1,467,019,709
17,069,957 13,327,800
1,714,790,317 1,480,347,509

!Includes investments in BCNM, Blue Care of Michigan Inc, Blue Care Network Medical Malpractice Self-

Insurance Trust, Blue Care Network Stop-Loss, and Casualty Self-Insurance Trust.

2 At December 31, 2011, BloomHealth was reported as other invested assets. At December 31, 2012,

BloomHealth was included in preferred stock.



Statement as of December 31, 2012 of the BLUE CROSS BLUE SHlELD OF MICHIGAN

8.

10.

11.

12.

13.

Investments in Joint Ventures, Partnerships and Limited Liability Companies - The
Company has ownership interests in partnerships and limited liability companies. The
Company carries these investments based on the underlying GAAP equity.

The accounting treatment of the Company’s investment in NASCO, LLC, BMH,LLC and
BloomHealth were in accordance with SSAP No. 97 — Investment in Subsidiary,
Controlled and Affiliated Entities, A Replacement of SSAP No. 88. (Note 6)

Derivatives — NOT APPLICABLE

Premium Deficiency Reserve - A liability for premium deficiency losses is an actuarial
estimate that is recognized when it is probable that expected claim losses and allocable
administrative expenses will exceed future premiums on existing health and other
contracts without consideration of investment income. For purposes of premium
deficiency losses, contracts are grouped in a manner consistent with the Company’s
method of acquiring, servicing and measuring the profitability of such contracts.
Premium deficiency losses are generally recorded related to the period that the contract
is in a loss position. The Company is in compliance with OFIR prescribed practice for
non-profit health care corporations to limit provision for all PDR losses to two years.

Liabilities for Unpaid Claim and Claim Adjustment Expenses - The Company estimates
the amount of the medical claims liability costs incurred but not yet reported (IBNR)
using standard actuarial developmental methodologies based upon historical data
including run out patterns, expected medical cost inflation, seasonality patterns and
changes in membership, among other things. The Company’s IBNR best estimate also
includes a provision for adverse deviation, which is an estimate for known
environmental factors that are reasonably likely to affect the required level of IBNR
reserves. This provision for adverse deviation is intended to capture the potential
adverse development from known and special environmental factors such as changes
in payment patterns, trends, and benefits versus historical levels, system issues not
captured in inventory reports, and / or exceptional situations that require judgmental
adjustments in setting the reserves for claims. The Company consistently apply IBNR
estimation methodology from period to period. The Company IBNR best estimate is
made on an accrual basis and adjusted in future periods as required. Any adjustments
to the prior period estimates are included in the current period. The majority of the IBNR
reserve balance held at the end of each year is associated with the most recent months’
incurred services because these are the services for which the fewest claims have been
paid. The degree of uncertainty in the estimates of incurred claims is greater for the
most recent months’ incurred services. Given the inherent variability of such estimates,
the actual liability could differ significantly from the amounts estimated. Processing
expenses related to claims are accrued based on an estimate of expenses to process
such claims. Revisions in actuarial estimates are reported in the period in which they
arise.

Capitalization Policy — The Company has not modified its capitalization policy and
meets the requirements of SSAP No. 87, Capitalization Policy.

Premium Rebates — Beginning in 2011, under the provisions of the Affordable Care Act,
the Company is required to provide rebates to policyholders if the coverage does not
satisfy a specified medical loss ratio (MLR). For individual and small group business, if
a health insurer does not meet an 80% MLR for the year, it will be required to provide a
rebate to the policyholders. The required MLR for large groups is 85%. Premium
rebates are reported as reductions to premium revenue. MLR rebates are required to be
paid to policyholders by August 1 following the end of the year in which an applicable
MLR standard was not met. At December 31, 2012 and 2011, the Company determined
it had no rebate liability as all MLR ratios were above required minimums.
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14.

15.

16.

17.

18.

19.

Real Estate — Real property occupied by the Company is stated at cost, less
accumulated depreciation of $144,023,000 and $152,909,000 at December 31, 2012
and 2011, respectively. Depreciation is calculated using the straight-line method over
estimated useful lives ranging from 30 to 40 years for buildings. Depreciation expense
was $10,721,000 and $16,387,000 for the years ended December 31, 2012 and 2011,
respectively. Statutory basis investment income and operating expenses include rent for
the Company’s occupancy of this property. At December 31, 2012 and 2011, the related
rental income and expense recorded on this property totaled $47,098,000.

Long-Lived Assets - Long-lived assets held and used by the Company are reviewed for
impairment based on market factors and operational considerations whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. Long-lived assets ‘held for sale” are no longer depreciated. The Company
writes down the carrying amount of the long-lived asset to its fair value once the
impairment has been determined.

Securities Lending Receivables and Payables — In compliance with SSAP No. 91R,
Accounting for Transfers and Servicing of Financial Assets and Extinguishment of
Liabilities, the Company records a security lending asset and an offsetting security
lending payable, for the underlying cash collateral received in security lending
transactions, in its statutory basis financial statements.

Intangible Assets — The Company carries intangible assets consisting of customer
contracts, provider networks, and trademarks resulting from the acquisition of
subsidiaries. Under NAIC SAP, these intangible assets are treated as non-admitted
assets.

Experience Rated Groups — A liability is recognized for experience-rated group
contracts as a result of favorable experience based on an actuarial estimate of
underwriting gains, which will be returned to groups either as cash refunds or future rate
reductions. Under terms of most of the experience-rated group contracts, recovery, if
any, of underwriting losses through future rate increases is not recognized until
received.

Employee Benefit Plans — The Company has two qualified defined benefit retirement
income plans covering substantially all employees, 21 years or older having one year or
more of continuous service. The Company sponsors separate plans for its represented
and non-represented employees. Approximately 33% of the Company’s workforce is
unionized. The Company’s policy is to fund accrued retirement costs, to meet minimum
funding requirements, as required by law.

The Company has defined contribution plans for its represented and non-represented
employees, which are qualified under Section 401(k) of the Internal Revenue Code
(IRC). The Company’s defined contribution plans are called savings plans and they
cover all employees who elect to participate. Under these savings plans, the Company
matches a specified percentage of employees’ contributions as defined in the plan
provisions.

The Company has a deferred compensation benefit plan for a group of key employees
and members of the Company’s board of directors. Under the plan, eligible participants
may elect to defer to a future period a portion of salary or director fees that are earned
and normally payable as services are rendered. Elections to defer compensation must
be made prior to the beginning of the year in which the deferral is effective. Deferred
amounts are unfunded and paid out of the general assets of the Company.
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20.

21.

22.

The Company provides defined benefit postretirement health care and other
postretirement benefits for substantially all employees and their dependents that retire
from active employment and meet minimum age and service requirements. In recent
years, postretirement health care benefits have been reduced for newly hired
employees. Defined benefit health care options are still offered to non-represented
employees hired after January 1, 2007, but payment of the premiums is the
responsibility of the employee. Represented employees hired after January 1, 2009, are
not provided defined benefit postretirement health care coverage. All post-retirement
defined benefit health care and other postretirement benefit plans are funded on a pay-
as-you-go basis.

The Company’s obligations related to its defined benefit pensions and post-retirement
health care and other postretirement defined benefits are estimated using actuarial
determined estimates.

Reinsurance — Prior to the termination of the agreement in July 2011, the Company
reinsured 90% of its risk for bone marrow and organ transplants with BCS Insurance
Company. The maximum amount of reinsurance is $2,000,000 per transplant recipient’s
lifetime with a 10% retention. BCS Insurance Company paid the Company a provisional
ceding commission on business ceded. BCS Insurance Company is an authorized
reinsurer in the state of Michigan. At December 31, 2012 and 2011, net reinsurance
recoveries, included in the underwriting deductions, totaled $0 and $278,000,
respectively. The Company has a ceded reinsurance payable of $1,740,000 at
December 31, 2012 and 2011.

Medicare Advantage Benefits — The Company provides health care coverage to
Medicare-eligible subscribers under the Center for Medicare and Medicaid Services
(CMS) Medicare Advantage (“Medicare Part C”) program. Under the arrangement with
CMS, the Company generally receives premium in advance of medical services being
provided to subscribers. Premium revenue is earned over the period the Company is
obligated to reimburse providers for medical services provided to subscribers. CMS
utilizes a risk-adjustment model, which adjusts member premium based on the
underlying health conditions of subscribers. Under this model, the potential for
additional premium does not occur in the initial year of enroliment, but in subsequent
periods after the Company has compiled and submitted medical diagnosis information
to CMS. Risk scores are established at the beginning of each calendar year and then
retroactively adjusted on two separate occasions. The first adjustment for a given
calendar year generally occurs in the third quarter and results in a retroactive premium
adjustment as well as an updated risk score for the member. The second adjustment
occurs after the end of the year following a CMS reconciliation of all medical diagnosis
information submitted by the Company. The Company records revenues and a
receivable from CMS based on an estimate of the members’ risk scores. This estimate
is then adjusted the following year during annual settlement with CMS. In 2012 and
2011, the Company received additional revenue adjustments which increased the prior
year by approximately $26,936,000 and $8,491,000, respectively, for prior-year risk
scores revenue adjustment, of which $3,548,000 and $600,000, respectively, was
refunded to ASC customers. Amounts for anticipated risk score settlements were a
liability of $21,302,000 and a receivable of $45,244,000 at December 31, 2012 and
2011, respectively. CMS has announced their intention to audit the data used to
calculate the risk scores of Medicare Advantage carriers. Such an audit, if it were to
occur, could result in adjustments to the Company’s risk scores and retroactive
premium adjustments subsequent to the annual settlement.

Prescription Drug Benefits Under Medicare Part D — The Company serves as a plan

sponsor offering Medicare Part D prescription drug insurance coverage under a contract
with CMS. In general, pharmacy benefits under Medicare Part D plans may vary in
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terms of coverage levels and out-of-pocket costs for beneficiary premiums, deductibles,
and coinsurance. However, all Medicare Part D plans must offer either “standard
coverage” or its actuarial equivalent (with out-of-pocket threshold and deductible
amounts that do not exceed those of standard coverage). These “defined standard”
benefits represent the minimum level of benefits required under law. In addition to
defined standard plans, the Company offers other prescription drug plans containing
benefits in excess of the standard coverage limits, in many cases for an additional
beneficiary premium.

Under the Medicare Part D program, there are six separate elements of payment
received by the Company during the plan year. These payment elements are as follows:

CMS Premium — CMS pays a fixed monthly premium per member to the Company
for the entire plan year.

Member Premium — Each member pays a fixed monthly premium to the Company
for the entire plan year.

Low-Income Premium Subsidy — For qualifying low-income members, CMS pays
some portion or all of the member’'s monthly premiums to the Company on the
member’s behalf.

Catastrophic Reinsurance Subsidy — CMS pays the Company a cost
reimbursement estimate monthly to fund the CMS obligation to pay approximately
80% of the costs incurred by individual members in excess of the individual annual
out-of-pocket maximum of $4,700,000. A settlement is made based on actual cost
experience subsequent to the end of the plan year.

Low-Income Member Cost-Sharing Subsidy — For qualifying low-income members,
CMS pays on the member’s behalf some portion or all of a member’s cost-sharing
amounts, such as deductibles and coinsurance. The cost-sharing subsidy is funded
by CMS through monthly payments to the Company. The Company administers and
pays the subsidized portion of the claims on behalf of CMS, and a settlement
payment is made between CMS and the Company based on actual claims
experience subsequent to the end of the plan year.

CMS Risk Share — If the ultimate per member per month benefit costs of any
Medicare Part D regional plan varies more than 2.5% points above or below the
level estimated in the original bid submitted by the Company and approved by CMS,
there is a risk-share settlement with CMS that is settled subsequent to the end of
the plan year. The risk-share adjustment, if any, is recorded as an adjustment to
premium revenues and other receivables or liabilities.

Coverage Gap Discount Program (CGDP) — Members that incur drug costs for
branded drugs in the coverage gap are entitled to a 50% discount from the
manufacturer. Under the CGDP, Part D sponsors will receive monthly prospective
payments from CMS. These prospective payments provide cash flow to Part D
sponsors for advancing the gap discounts at the point of sale. On a quarterly basis,
CMS will invoice manufacturers for discounts provided by Part D sponsors.
Manufacturers will remit payments for invoiced amounts directly to Part D sponsors.
The prospective payments made to Part D sponsors will be reduced by the discount
amounts invoiced to manufacturers. These offsets will ensure that Part D sponsors
do not receive duplicate payments for discounts made available to their enrollees.

The CMS premium, the member premium, and the low-income premium subsidy
represent payments for the Company’s insurance risk coverage under the Medicare
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23.

24,

Part D program; and therefore, are recorded as premium revenues in the statements of
revenues and expenses — statutory basis. Premium revenues are recognized ratably
over the period in which eligible individuals are entitled to receive prescription drug
benefits. Premium payments received in advance of the applicable service period are
recorded as unearned premiums.

The catastrophic reinsurance subsidy and the low-income member cost-sharing
subsidies represent cost reimbursements under the Medicare Part D program. The
Company is fully reimbursed by CMS for costs incurred for these contract elements
and, accordingly, there is no insurance risk to the Company. Amounts received for
these subsidies are not considered premium revenue, but are accounted for as ASC
revenue when the corresponding claims are paid. As of December 31, 2012 and 2011,
there were $1,598,000 and $3,729,000 payments received in advance of incurred costs,
respectively. These outstanding advances are recorded as a liability for amounts held
under uninsured accident and health contracts deposit liabilities in the statements of
admitted assets, liabilities, and surplus — statutory basis.

The Coverage Gap Discount Program (CGDP) advance payments are recorded as
Aggregate Health Policy Reserves in the balance sheet. Receivables are set up for
manufacturer invoiced amounts. Manufacturer payments reduce the receivable as
payments are received. After the end of the contract year, during Part D Payment
reconciliation for the CGDP, CMS will perform a cost-based reconciliation to ensure the
Part D sponsor is paid dollar for dollar for gap discounts advanced at the point of sale,
based on accepted Prescription Drug Event (PDE) data.

Pharmacy benefit costs and administrative costs under the contract are expensed as
incurred and are recognized in medical costs and operating costs, respectively, in the
statements of revenues and expenses — statutory basis. Pharmacy benefit costs are
recognized net of rebates. The Company has subcontracted third-party vendors for
certain membership enroliment and pharmacy claims administration functions.

Industry Concentration - The Company conducts business within the state of Michigan.
A significant portion of the Company’s customer base is concentrated in companies that
are part of the automobile manufacturing industry. Receivables from the significant
customers in this industry are $76,010,000 and $77,301,000 at December 31, 2012 and
2011, respectively. These receivables primarily represent reimbursable claims and
administrative fees for services provided to them as part of their ASC arrangements
with the Company. The Company held cash advances from these customers of
$9,000,000 and $8,606,000 at December 31, 2012 and 2011, respectively, to partially
offset these receivables. Under an ASC arrangement, the group sponsor retains the
primary financial responsibility for the underwriting risk of its employees. The Company
retains an element of credit risk to providers in the event reimbursement is not received
from the plan sponsor. In addition, the Company holds investments in these customers’
equity securities, corporate bonds, commercial paper, and medium-term notes with a
total fair value of $7,689,000 and $8,973,000 at December 31, 2012 and 2011,
respectively.

Michigan Claims Tax — The Company bears the inherent credit risk of uncollectibility of
the tax from customers and therefore records the tax under the gross method, whereby
claims taxes collected and paid are recorded as revenue and expense, respectively.

2. ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS

SSAP No. 101 — Income Taxes — Effective January 1, 2012, SSAP No. 101 replaces
SSAP No. 10R. SSAP No. 101 changes the recognition of deferred taxes in several ways.
First, under SSAP No. 10R, companies can elect to admit DTAs that they expect to realize
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within either one or three years of the balance sheet date, provided certain risk-based
capital (RBC) levels are met and the total amount of admitted DTAs under this step was
less than a stated percentage of adjusted capital. SSAP No. 101 instead provides two
realization threshold limitation tables, which dictate the number of years of DTA reversals
required to be considered (now 0-3) and the percentage of adjusted capital limitation (now
0-15%). Second, SSAP No. 101 will require uncertain tax positions to be evaluated on a
“more- likely-than-not” standard, as opposed to the “probable” standard previously
contained in SSAP No. 10R; also, under SSAP No. 101, companies must now assume that
they will be subject to tax examinations by relevant authorities. Finally, tax planning
strategies will now be expressly allowed, both for determining the admissibility tests as well
as for determination of valuation allowances, provided that the strategies meet the “more-
likely-than-not” standard. In years subsequent to December 31, 2011, the Company will
change recognition of deferred taxes to the guidance under SSAP No. 101. The adoption of
SSAP No. 101 in 2012 did not have a material effect on the Company’s statutory basis
financial position or results of operations, but did impact how the disclosures were
presented.

SSAP No. 5R — Liabilities, Contingencies, and Impairments of Assets — Effective
December 31, 2011, SSAP No. 5R incorporates a requirement to recognize a liability,
representing the fair value of the guarantee, at the inception of the guarantee. There is no
requirement for liability recognition for guarantees provided to wholly owned subsidiaries or
considered “unlimited;” however, they are subject to disclosure provisions. This SSAP
provides for recognition for certain guarantees between parents and subsidiaries or
between subsidiaries under common control. The adoption of SSAP No. 5R did not have a
material impact on the Company’s statutory basis financial position or results of operations.

SSAP No. 66 — Retrospectively Rated Contracts — On March 26, 2011, the Statutory
Accounting Principles Working Group (SAPWG) issued a non-substantive proposal #2011-
11 providing clarification that SSAP No. 66 should be followed when accounting for MLR
rebate liabilities so that the MLR rebate accrual is recorded as a reduction to the premium
revenue for financial reporting purposes. The Company adopted clarification under SSAP
No, 66 for the 2011 reporting period. The clarification did not have a material impact to the
Company’s statutory basis financial position or results of operations for the year ended
December 31, 2011.

SSAP No. 92 — Accounting for Postretirement Benefits Other than Pensions, A
Replacement of SSAP No. 14 and SSAP No, 102 — Accounting for Pensions, A
Replacement of SSAP No. 89 — Effective January 1, 2013, SSAP Nos. 92 and 102 replace
SSAP Nos. 14 and 89. Under the existing guidance, minimum pension liability is
established based on excess of accumulated benefit obligation for vested employees over
the fair value of plan assets. The new guidance uses a projected benefit obligation
including non-vested employees. The new guidance allows a transition option for phase-in
not to exceed ten years. Additionally, the new guidance requires a change in measurement
date to December 31% beginning in 2014. Upon adoption on January 1, 2013, the impact to
the Company’s surplus assuming immediate recognition of SSAP Nos. 92 and 102 will be a
decrease in surplus of approximately $426,000,000. However, the Company will adopt
SSAP 92 and102 utilizing the transition option of not more than ten years.

SSAP No. 100 — Fair Value Measurements — On March 26, 2011, non-substantive
revisions to SSAP No. 100 were effective on January 1, 2012. The non-substantive
revisions require fair value measurement at the reporting date; separate line item
disclosures of purchases, sales, issues, and settlements; disclosure of fair value hierarchy
and the method used to obtain the fair value measurement of all items in which fair value is
disclosed within the Annual Statement investment schedules; and disclosure in the notes to
the financial statements, as of each date for which a statement of financial position is
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presented, the aggregate fair value for all financial instruments and the level within the fair
value hierarchy in which the fair value measurements in its entirety fall. The adoption of
SSAP No. 100 non-substantive revisions required the Company to provide additional
disclosures for fair value measurements in 2012 but did not have a material impact to the
Company’s statutory basis financial position or results of operations for the year ended
December 31, 2012.

3. BUSINESS COMBINATIONS — NOT APPLICABLE
4, DISCONTINUED OPERATIONS — NOT APPLICABLE
5. INVESTMENTS

A. Mortgage Loans —

The purchaser of the Company’s Southfield service center issued a promissory note in the
amount of $4,250,000 payable in three installment payments as agreed starting in October
2013. The purchaser agreed to pay an annual interest rate of 4% effective on the first day
of the calendar quarter starting on January 1, 2013 until the note is fully paid. As of
December 31, 2012, the outstanding balance of the note receivable is $4,250,000. No
interest payment was due as of December 31, 2012.

B. Debt Restructuring — NOT APPLICABLE
C. Reverse Mortgages — NOT APPLICABLE
D. Loan-Backed Securities —

1) Loan-backed securities are stated at the lower of amortized cost or fair value. Premiums
and discounts on loan-backed bonds and structured securities are amortized using the
retrospective method based on anticipated prepayments at the date of purchase.
Prepayment assumptions are obtained from broker-dealer survey values or internal
estimates. Changes in estimated cash flows from the original purchase assumptions are
accounted for using the prospective method.

2) At December 31, 2012, the Company did not recognize other-than-temporary
impairments for loan-backed or structured securities within the scope of SSAP No. 43R,
Loan-Backed Structured Securities..

E. Repurchase Agreements and/or Securities Lending Transactions
1) Repurchase Agreements — NOT APPLICABLE
2) The Company has no pledged assets under its security lending transaction agreement.

3) The Company, in the normal course of business, enters into a security lending
agreement with a custodian bank. Under this agreement, the Company requires
collateral approximating at least 102% of the value of the securities loaned. The
Company receives cash and non-cash collateral. The cash collateral is reinvested by
the custodian bank in commingled trusts. The non-cash collateral is maintained in a
separate account until the transaction is completed. The security lending agreement is
primarily overnight in nature and subject to renewal or termination.

At December 31, 2012, for its loaned securities of $17,270,891, the Company received

cash collateral of $17,620,770. The fair value of the cash collateral received is
$17,363,515. During 2012, there were no non-cash collateral transactions.
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F. Real Estate

The Company’s service center located in Southfield, Michigan had been reported as “Held
for Sale” status since September 2010. The Company impaired $4,849,000 in 2011. The
property was sold in October 2012 for its carrying value. Additionally, all other real
properties “held for sale” as of December 31, 2011 have been sold during 2012. The
aggregate net loss from sale of “held for sale” properties was approximately $650,000. The
loss from sale was reported with the net realized capital gains (loss) line of the investment
gains line in the Statement of Revenues and Expenses.

G. Low-Income Housing Tax Credits — NOT APPLICABLE
6. JOINT VENTURES, PARTNERSHIPS, AND LIMITED LIABILITY COMPANIES

A. The Company has no investment in joint ventures, partnerships or limited liability
companies that exceed 10% of its net admitted assets.

On November 30, 2011, the Company purchased a 38.7% interest in BMH, LLC for
$131,900,000. BMH, LLC is a national leader in healthcare solutions for Medicaid
beneficiaries and among the largest organization of Medicaid managed care plans in the
U.S. The Company’s strategic investment in BMH, LLC is aligned with the Company’s
initiatives to grow the Medicaid portion of the business. In addition to the initial investment,
the Company has committed to invest an additional $44,000,000 in 2013 and up to
$34,000,000 for growth capital between 2014 and 2015.

In September, 2011, the Company entered into a joint venture with WellPoint and Health
Care Service Corporation to purchase BloomHealth. In 2012, the Company’s ownership in
BloomHealth was reduced from 28.7% to 26.05% interest. BloomHealth is an emerging
healthcare technology company that provides innovative defined contribution and private
exchange products for Blues plans.

B. At December 31, 2012, the Company recognized approximately $802,000 of impairment
write-down for its investment in joint ventures, partnerships and limited liability companies.

7. INVESTMENT INCOME

A. Investment income due and accrued with amounts that are over 90 days past due will be
non-admitted.

B. Investment income receivable non-admitted at December 31, 2012 and 2011 was $26,655
and $773,939, respectively.

In accordance with the Company’s impairment policy, securities that have a fair market
value that is below amortized cost are considered impaired and are analyzed and reviewed
by management to determine if the impairment is other-than-temporary. Factors taken into
account for each individual security include the length of time and extent to which the fair
value has been less than the carrying value, the underlying financial condition and the
specific circumstances that are impacting the issuer in the marketplace.

For internally managed debt securities, other-than-temporary impairment (OTT]I) is present
when a credit loss is determined to exist for the underlying security or the Company has
the intent to sell the security before anticipated recovery of the amortized cost of the
security or the Company has intent to hold and anticipates that the security will not
recover. For loan-backed securities, if the Company has the ability and intent to hold the
security to maturity, but does not expect recovery of the carrying value, the credit portion of
the decline is recognized as an impairment loss. Interest-related impairments are not
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recognized as an impairment loss. Specific criteria for evaluating debt securities for
impairment include the length of time and extent to which the fair market value was below
carrying value, NAIC ratings, interest-coverage ratios, and ratings outlook. For equity
securities that are internally managed, the Company evaluates whether it has the intent
and ability to hold the security using a five-year rolling average to determine if there will be
a full recovery in value. For internally managed investments with market values below cost
that were determined not to have OTTI, the Company regularly monitors the existing
unrealized losses and evaluates potential impairments to determine if OTTI needs to be
recorded. For investments managed by outside investment managers, OTTI is presumed
to exist when market values are below cost because the Company cannot assert the
“intent and ability to hold to recovery.”

The write-down to fair market value of debt securities resulted in approximately
$12,483,000 and $17,041,000 in 2012 and 2011, respectively, of OTTI losses. For the
years ended December 31, 2012 and 2011, OTTI losses of $14,972,000 and $36,822,000,
respectively, were recorded for equity securities.

8. DERIVATIVE INSTRUMENTS — NOT APPLICABLE

9. INCOME TAXES

The components of the net deferred tax assets as of December 31, 2012 are as follows:

1 12/31/2012
(1) (2) (3)
(Col 1+2)
Description Ordinary Capital Total
(@) Gross deferred tax assets S 173,722,346 S - S 173,722,346
(b) Statutory valuation allowance - -
(c) Adjusted gross deferred tax assets
(1a-1b) 173,722,346 - 173,722,346
(d) Deferred Tax Assets Nonadmitted - - -
(e) Subtotal Net Admitted Deferred Tax Asset
(1c-1d) 173,722,346 - 173,722,346
(f) Deferred Tax Liabilities (73,867,095) - (73,867,095)
(g) Net Admitted Deferred Tax Asset/
(Net Deferred Tax Liability)
(1c-1d) $ 99,855,251 $ -3 99,855,251
2. 12/31/2012
(1) (2) (3)
(Col 1+2)
Ordinary Capital Total

Admission Calculation Components SSAP No. 101

(a) Federal Income Taxes Paid In Prior Years
Recoverable Through Loss Carrybacks S - S - S
(b) Adjusted Gross Deferred Tax Assets
Expected To Be Realized (Excluding The
Amount Of Deferred Tax Assets From 2(a) S 109,845,614 $ - S 109,845,614
Above) After Application of the Threshold
Limitation. (The Lesser of 2(b)1 and 2(b)2
Below)
1. Adjusted Gross Deferred Tax Assets
Expected To Be Realized Following

The Balance Sheet Date S 109,845,614 $ - S 109,845,614
2. Adjusted Gross Deferred Tax Assets
Allowed per Limitation Threshold XXX XXX S
(c) Adjusted Gross Deferred Tax Assets
(Excluding The Amount Of Deferred Tax 63,876,732 S - S 63,876,732

Assets from 2(a) and 2(b) Above) Offset by
Gross Deferred Tax Liabilities
(d) Deferred Tax Assets Admitted as the result
of application of SSAP No. 101
Total (2(a) + 2(b) + 2(c)) S 173,722,346 $ - S 173,722,346
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3. Change
(1) (2) (3)
(Col 1+2)
Description Ordinary CaBitaI Tota_l
(a) Gross deferred tax assets S (37,577,230) $ - S (37,577,230)
(b) Statutory valuation allowance - - -
(c) Adjusted gross deferred tax assets
(1a-1b) (37,577,230) - (37,577,230)
(d) Deferred Tax Assets Nonadmitted -
(e) Subtotal Net Admitted Deferred Tax Asset
(1c-1d) (37,577,230) - (37,577,230)
(f) Deferred Tax Liabilities 33,804,758 - 33,804,758
(g) Net Admitted Deferred Tax Asset/
(Net Deferred Tax Liability)
(1c-1d) $ (3,772,472) $ - $ (3,772,472)
4. Change
(1) (2) (3)
(Col 1+2)
Ordinary Capital Total

Admission Calculation Components SSAP No. 101

(a) Federal Income Taxes Paid In Prior Years

Recoverable Through Loss Carrybacks S - S - S -
(b) Adjusted Gross Deferred Tax Assets

Expected To Be Realized (Excluding The

Amount Of Deferred Tax Assets From 2(a) S 4,906,741 S - S 4,906,741

Above) After Application of the Threshold

Limitation. (The Lesser of 2(b)1 and 2(b)2

Below)

1. Adjusted Gross Deferred Tax Assets

Expected To Be Realized Following

The Balance Sheet Date S 4,906,741 S - S 4,906,741
2. Adjusted Gross Deferred Tax Assets
Allowed per Limitation Threshold XXX XXX S -
(c) Adjusted Gross Deferred Tax Assets
(Excluding The Amount Of Deferred Tax S (42,483,973) $ - S (42,483,973)

Assets from 2(a) and 2(b) Above) Offset by
Gross Deferred Tax Liabilities
(d) Deferred Tax Assets Admitted as the result
of application of SSAP No. 101
Total (2(a) + 2(b) + 2(c)) $  (37,577,232) $ - $  (37,577,232)

The Company has met the necessary Risk-Based Capital levels to be able to admit the
increased amount of deferred tax assets under SSAP No. 101 — A Replacement of SSAP
No. 10R and SSAP No. 10. In 2012 the DTA admitted asset thresholds of SSAP No. 101
paragraph 9A(2)b2 were exceeded therefore the increase in admitted DTA under SSAP
No. 101 paragraph 9A(2)b1 for 2012 was $109,845,614.

In 2012, there are no temporary differences for which a DTL has not been established.
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The components and change in the net deferred tax assets as of December 31, 2011 are

as follows:

2011 Change During 2011
Description Ordinary Capital Total Ordinary Capital Total
Gross deferred tax assets (DTAS) $ 211,299,578 $ - $ 211,299,578 $ (884,695) $ - $  (884,695)
Statutory valuation allowance - - - - - -
Adjusted gross deferred tax assets 211,299,578 - 211,299,578 (884,695) (884,695)
Gross deferred tax liabilities (DTLs) (107,671,860) - (107,671,860) 59,425,695 59,425,695
Net deferred tax asset (liability) before

admissibility test 103,627,718 - 103,627,718 58,541,000 58,541,000
Admitted pursuant to:

10.a. - - - - -

10.b.i. 48,202,679 - 48,202,679 (11,123,250) (11,123,250)

10.b.ii. 266,373,753 - 266,373,753 10,348,401 10,348,401
Admitted pursuant to 10.b.(lesser of i. or ii.) 48,202,679 - 48,202,679 (11,123,250) (11,123,250)
Admitted pursuant to 10.c. 107,671,860 - 107,671,860 (45,186,484) (45,186,484)
Total admitted under 10.a., b., c. 155,874,539 - 155,874,539 (56,309,734) (56,309,734)
Additional admitted pursuant to:

10.e.i. - - - - -

10.e.ii.a. 56,736,194 - 56,736,194 56,736,194 56,736,194

10.e.ii.b. 399,560,629 - 399,560,629 399,560,629 399,560,629
Additional admitted pursuant to 10.e.ii.

(lesser of a. or b.) 56,736,194 - 56,736,194 56,736,194 56,736,194
Additional admitted pursuant to 10.e.iii. 56,736,194 - 56,736,194 56,736,194 56,736,194
Admitted deferred tax asset 211,299,578 - 211,299,578 (884,695) (884,695)
Deferred tax liability (107,671,860) - (107,671,860) 59,425,695 59,425,695
Net admitted DTA 103,627,718 - 103,627,718 $ 58,541,000 $ - $ 58,541,000
Nonadmitted DTA $ - $ - $ - $ - $ - $ -

2011 2011 2011

Total Total
Description With s 10.a.-c. With s 10.e. Difference
Admitted DTA $ 155,874,539 $ 211,299,573 $ 55,425,034
Admitted assets 6,906,150,223 6,961,575,260 55,425,037
Statutory surplus 2,734,226,915 2,789,651,952 55,425,037
Risked based capital statutory surplus 2,734,226,915 2,789,651,952 55,425,037
Authorized control level used in 10.d 414,539,579 414,539,579 -

In 2011, the Company has met the necessary Risk-Based Capital levels to be able to admit
the increased amount of DTA under SSAP No. 10R and has elected to admit DTAs
pursuant to paragraph 10.e of SSAP No. 10R. In 2011, the DTA admitted asset thresholds
of SSAP No. 10R paragraph 10.d. were exceeded and the increase in admitted DTA under
SSAP No. 10R paragraph 10.e. for 2011 was $55,425,034.

There are no temporary differences for which a DTL has not been established as of
December 31, 2011.

25.14



Statement as of December 31, 2012 of the BLUE CROSS BLUE SHlELD OF MlCHlGAN

The current income taxes incurred consist of the following major components:

Description 2012 2011
Current income tax expense $ 13,852,826 $ 73,607,413
Loss carrybacks - -
Tax planning strategies and other 20,299,919 750,000
Federal income taxes incurred $ 34,152,745 $ 74,357,413

The tax effects of temporary differences that give rise to significant portions of the deferred
tax asset are as follows:

DTA Resulting From Book/Tax December 31 December 31

Differences 2012 2011 Change Character
Discount of claim reserves $ 1,210,159 $ 1,438,874 $ (228,715)  Ordinary
Amounts accrued for premium deficiency 60,520,101 67,848,736 (7,328,635) Ordinary
Accrued expenses and bad debts 35,515,176 33,899,930 1,615,246  Ordinary
Amounts accrued for postretirement benefits 76,476,910 108,112,038 (31,635,128) Ordinary
Gross DTA $ 173,722,346 $ 211,299,578 $ (37,577,232)
Nonadmitted DTA $ - $ - $ -

DTL Resulting From December 31 December 31

Book/Tax Differences 2012 2011 Change Character
Amounts prepaid for pension benefits $ 17,459,961 $ (17,459,961) Ordinary
Depreciation, amortization 34,127,586 35,902,554 (1,774,968) Ordinary
Capital gain on investments/Other investments 20,161,579 431,161 19,730,418 Capital
Deferred ASC revenue 53,679,018 (53,679,018) Ordinary
Other 19,577,930 199,166 19,378,764  Ordinary
Gross DTL $ 73,867,095 $ 107,671,860 $ (33,804,765)

The change in net deferred income taxes is composed of the following (this analysis is
exclusive of non-admitted assets as the change in hon-admitted assets is reported
separately from the change in net deferred income taxes in the surplus section of the annual
statement):
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10.

December 31 December 31
2012 2011 Change
Total deferred tax assets $ 173,722,346 $ 193,839,615 $ (20,117,269)
Total deferred tax liabilities (73,867,095) (90,211,899) 16,344,804
Net deferred tax asset $ 99,855,251 $ 103,627,716 (3,772,465)
Tax effect of unrealized (gains)/losses 32,062,774
Tax effect of other adjustments 1,009,789
Change in net deferred income tax (Decrease to Surplus) $ 29,300,098

The actual effective tax rate differs from the effective Alternative Minimum Tax (AMT) rate of
20 % primarily due to the tax impact recognized on the tax adjustments attributable to prior
years.

Under current tax law, the Company is subject to the 20% AMT rate. Given the preference
items afforded Blue Cross and Blue Shield organizations, management believes it is likely
to remain an AMT taxpayer. The deferred tax assets are recorded at the AMT tax rate of
20%. In addition, the Company has an AMT credit carry forward of $584,917,732. Even
though the credit can be carried forward indefinitely and will not expire, the credit is not
carried as a deferred tax asset, because no utilization of the credit can occur unless either:
a) the Company'’s tax preferences as a Blue Cross and Blue Shield organization are
legislatively repealed; or b) the Company fails the medical loss ratio under IRC 8833(c)(5).

The Company and its taxable subsidiaries Accident Fund Holdings and LifeSecure Holdings
file a consolidated federal income tax return. Each taxable subsidiary is responsible for its
own federal tax liability and the Company has tax sharing agreements in place with
Accident Fund Holdings and LifeSecure Holdings. The Company’s tax returns have been
audited and settled through 2005. The Company’s tax returns for 2006 through 2011 are
currently under examination by the IRS.

Under SSAP No. 5, the Company is required to evaluate all tax positions as to their relative
uncertainty and certainty. On examination of all relevant facts and circumstances for the
Company’s tax issues, it was determined that there were no material uncertain tax
accounting positions as of December 31, 2012 and 2011.

Under SSAP No. 101, the Company was able to recognize gross DTA in excess of gross
DTL only to the extent that the gross DTA in excess of gross DTL are expected to be
realized within three years of the balance sheet date, not to exceed 15% of the Company’s
adjusted capital and surplus. In applying the criteria of SSAP No. 101 to determine its gross
adjusted deferred tax assets of $173,722,346 and net admitted tax assets of $99,855,251
in 2012, the Company did not utilize any explicit tax planning strategies.

INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES AND OTHER
RELATED PARTIES

The Company owns 100% of Blue Care Network of Michigan (BCNM), a HMO subsidiary
that provides health care services to subscribers and contracts with various physician
groups, hospitals and other health care providers to provide such services. The Company
also owns 100% of Accident Fund Holdings, Inc. (AFHI), the holding company of Accident
Fund Insurance Company of America (Accident Fund), a provider of workers’ compensation
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insurance. Additionally, the Company owns 100% of LifeSecure Holdings Corporation, the
holding company of LifeSecure Insurance Company, a long-term care insurance subsidiary.

The Company has agreements with each of its wholly owned subsidiaries under which both
or either parties may provide services to each other. The agreements provide for monthly
payments and a year-end settlement based on actual cost of services performed. All
related-party receivable and payable balances are recorded as either amounts due to or
from subsidiaries and affiliates.

Also, the Company has service contracts with its affiliates, NASCO, LLC and BloomHealth.
NASCO provides Blue plans with the ability to support national accounts’ benefit
administration in a centralized, uniform manner. There is a significant volume of inter-
company transactions between the Company and NASCO and a high degree of
technological dependency between the two organizations. NASCO'’s strategic value to the
Company is significant as the Company’s primary claim systems were developed utilizing
the NASCO platform. As such, the Company’s operating expense includes charges for
system fee payments to NASCO. Reimbursements received under ASC group
arrangements are recorded as a recovery of the fee through operating expense.

BloomHealth is an early-stage company that provides solutions to enable employers to
move a defined-contribution health care and benefits model. Products include account
administration for employers and trusts, and personal benefit shopping tools for employees
and members to select and interact with benefit packages.

The Company partnered with BloomHealth to assist in the development of a platform for
enhanced health plan functionality, including the decision-support tool and integrating the
Company’s current account administrator, and the development of potential single-point
underwriting, consumer analytics and other insurance and financial products.

At December 31, 2012 and 2011, the Company had receivables from subsidiaries
amounting to $100,963,203 and $88,506,933 respectively, and payable to subsidiaries of
$50,367,059 and $51,755,461 respectively.

The receivables are primarily due to management and administrative services performed by
the Company. In addition, as described in Note 12, an intercompany receivable in the
amount of $72,152,782 was established for postretirement costs that will be paid to the
Company by BCNM over a 20-year period as a result of the BCNM employees becoming
the Company employees effective January 1, 2010. The outstanding balance of this
intercompany receivable as of December 31, 2012 and 2011 is $57,722,225 and
$62,887,420, respectively.

The payables are primarily attributable to hospital settlement recoveries attributable to
BCNM of $47,603,970 and $32,213,790 respectively. Under this agreement, BCNM’s
portion of underpayments due to hospitals or overpayment recoveries from hospitals will be
established as a receivable or payable by the Company as applicable. The payable balance
also includes intercompany deferred tax and tax sharing amounts of $0 and $17,458,594 in
2012 and 2011, respectively, for the Company’s taxable subsidiaries. In 2012,
intercompany deferred tax and tax-sharing amounts were re-classed to deferred tax asset
and federal income tax payable accounts, respectively.

The Company performs various claims processing and management services for its
subsidiaries and affiliates. During 2012 and 2011, these services performed for subsidiaries
and affiliates totaled $956,779,769 and $994,140,621 respectively. No dividends were
declared from the subsidiaries in 2012 or 2011.

The Company has provided the following guarantees for its subsidiaries.

BCNM — In accordance with the Blue Cross Blue Shield Association guidelines, the
Company guarantees to the full extent of its assets, all of the contractual and financial
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obligations of Blue Care Network of Michigan and Blue Care of Michigan, Inc (BCMI) and
their subsidiaries, to its customers. At December 31, 2012, BCNM and BCMI minimum
capital threshold is approximately $175,000,000. BCNM and BCMI statutory surplus is
approximately $899,000,000 as of December 31, 2012.

LifeSecure — The Company shall take all actions reasonably necessary to insure that
LifeSecure is in compliance with the states of Rhode Island, California and New Jersey’s
statutory requirements, including maintaining a level of capital and surplus greater than the
risk-based capital at 250 percent authorized control level and not less than the statutory
minimum capital and surplus required by the applicable provisions of the Insurance Code of
the respective states. At December 31, 2012, LifeSecure’s minimum capital threshold
based on the above requirement is approximately $8,600,000. LifeSecure’s statutory capital
and surplus is approximately $23,771,000, as of December 31, 2012. In addition, the
Company executed a financial guarantee agreement with American Fidelity Assurance
Company (AFA) to facilitate the reinsurance transaction between LifeSecure and AFA. The
Company’s maximum guarantee represents the total benefit liabilities under the reinsurance
contract, which is approximately $60,000,000 to $70,000,000, as of December 31, 2012.

EIN — As part of the lease transaction with EIN, the Company has executed a financial
guarantee with the lessor in the event that EIN fails to pay any amounts due and owing
under the lease. The approximate net present value of the rent obligation for the 15-year
lease term is $72,655,000.

11. DEBT
A. The carrying value of the outstanding loans as of December 31, 2012 and 2011 is as
follows:
12/31/2012 12/31/2011
Federal Home Loan Bank of Indianapolis (FHLBI): 0.11% -
0.22%, due 2016 $ 46,000,000 $ 46,000,000
FHLBI: 0.49% - 3.40%, due 2011 - 2018 (includes accrued
interest) 992,911,591 1,008,250,191
Bank of Nevada secured debt: 4.73% due 2013 8,349,958 19,033,164
RBS Asset secured debt: 3.46% - 4.65%, due 2013 - 2014 14,695,212 25,287,050
Total outstanding debt $ 1,061,956,761 $ 1,098,570,405

Total debt interest expense as of December 31, 2012 and 2011 was $19,317,716 and
$16,285,822 respectively.

The table below summarizes available letters of credit related to the secured debt.

Letters of Credit Commitments Date Amount Amount

Bank of Nevada 2014 100 $ 19,900,000
RBS Asset 2014 100 5,228,000
RBS Asset 2015 100 9,468,000
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As of December 31, 2012, future minimum payments required for the outstanding
borrowings due are as follows:

Years Ending
December 31

2013 385,473,747
2014 5,483,014
2015 150,000,000
2016 96,000,000
2017 275,000,000
2018 and thereafter 150,000,000

Total minimum payments $ 1,061,956,761

As of December 31, 2012 the carrying value and fair value of the outstanding debt was
$1,061,956,961 and $1,103,252,357, respectively. As of December 31, 2011, the carrying
value of the outstanding debt approximated its fair value. The Company used a discounted
cash flow method in determining fair value of outstanding debt. The Company estimated
fair value based on its own assumptions about future cash flows and appropriate adjusted
discount factors. The use of assumptions constitutes a level 3 categorization for fair
market value determination due to the use of significant unobservable inputs used in
determining the fair market value.

B. The Company is a member of the FHLBI and currently owns $60,018,030 in FHLBI
common stock. Through its membership, the Company has short-term, long-term and line
of credit borrowing privileges. Total borrowing capacity is $2,000,000,000, of which,
$927,320,728 is currently available. Outstanding borrowings with the FHLBI total
$1,038,911,592 and $1,054,250,191 at December 31, 2012 and 2011, respectively. The
weighted-average borrowing rate at December 31, 2012 and 2011 is 1.69% and 1.64%,
respectively.

The $46,000,000 borrowing has a 10-year term and is subject to floating interest
provisions that are reset every three months based on the FHLBI's cost of funds.

All FHLBI debt is collateralized by government securities at approximately 105% of the
outstanding loan balance. As of December 31, 2012, total collateral of outstanding
borrowings is $1,292,127,135.

12. RETIREMENT PLANS, DEFERRED COMPENSATION, POST EMPLOYMENT BENEFITS
AND COMPENSATED ABSENCES AND OTHER POSTRETIREMENT BENEFIT PLANS

Defined Contribution Plan — Represented employees of the Company who have
attained the age of 21 years and have completed three months of continuous service are
automatically enrolled in the savings plan for represented employees. Non-represented
employees over 21 years of age are automatically enrolled in the savings plan for non-
represented employees upon their employment commencement date. Both savings plans
are tax-qualified under Section 401(k) of the Internal Revenue Code (IRC). For both non-
represented and represented employees, the Company matches 50% of employee
contributions up to 10% of biweekly adjusted W-2 wages for employees with one year of
continuous service. The IRC limit on elective employee deferrals was $17,000 and
$16,500 for 2012 and 2011. The IRC allows catch-up contributions in addition to normal,
elective contributions for employees who are age 50 or older as of December 31 in the
amount of $5,500 for 2012 and 2011. Catch-up contributions are not matched by the
Company. The Company’s expense for matching contributions totaled approximately
$16,065,000 and $14,981,000 for 2012 and 2011, respectively.
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Defined Benefit Plan — Company has two defined benefit pension plans as follows:

Retirement Account Plan — Non-represented employees who meet specified age and
service requirements participate in this plan which is a cash balance arrangement. Pension
benefits of participants in this plan become vested after three years of service. Participants
have an initial account balance to which interest and earnings credits are added.
Participants employed prior to January 1, 1999 have an initial account balance based on
their accrued benefit under a prior defined benefit plan the Company sponsored for non-
represented employees while non-represented participants hired after January 1, 1999
have an initial account balance of zero. Subject to an annual 4 percent minimum, interest
is credited quarterly based on the yield on one year Treasury Constant Maturities for the
August immediately preceding the plan year. Annual earnings credits ranging from 3% to
10 % based on date of hire are credited on a monthly basis. Employees can elect to
receive lump sum value of their vested account balance upon termination or can elect
monthly payments or a lump sum upon retirement age.

Represented Employees’ Retirement Income Plan — Represented employees who
meet specified age and service requirements participate in this plan which for represented
employees hired prior to January 1, 2009 is an average final pay plan and for post January
1, 2009 new hires is a cash balance plan. Participants benefiting under the cash balance
provisions vest after three years of service while participants benefiting under the final
average pay provisions vest after five years of service. Under the final average pay
provisions, the post-retirement monthly benefit is 1.4% times average monthly earnings
times years of credit service. For post January 1, 2009 represented new hires, the plan
provides an account balance that grows through earnings and interest credits similar to the
plan for non-represented employees. Each month, represented employees benefiting
under the cash balance provisions receive earning credits of 6.4% of defined monthly
adjusted pay. Interest is credited quarterly and is based on the yield of the one year
Treasury constant maturities for the August immediately preceding the plan year.
Represented participants participating under the plan’s cash balance provisions can elect
to receive the lump sum value of their vested account balance upon termination or monthly
payments or a lump sum at retirement age.

Pension Trust Investment Policy — Plan assets for both the non-represented and
represented employee’s pension plans are held in a single Master Trust with State Street
Bank. Each plan owns its allocable share of all Master Trust assets. Master Trust assets
are for the exclusive benefit of participants and can only be used to pay plan benefits and
administrative expenses. Plan assets in the Master Trust are currently managed by 11
external investment managers with assets allocated to equity, fixed-income securities,
cash and alternative investments based on investment policies and objectives.

The Company’s investment policy is based on its objectives, characteristics of pension
liabilities, capital market expectations, and asset-liability projections. The policy is long-
term oriented and consistent with the Company’s risk posture and periodically reviewed by
the Pension Advisory Committee.

Under the existing policy, which was revised in 2010, the pension trust asset allocation is
transitioning to an allocation that will reduce balance sheet and funding volatility for the
Company while ensuring the continued maintenance of trust assets sufficient to cover plan
benefits and expenses. In the past, the allocation strategy placed greater emphasis on
achieving asset performance targets and had a greater allocation of return seeking assets.

The ultimate target allocation under the Company’s investment policy is 60% long duration
fixed income securities and 40% return-seeking assets. Return-seeking assets under the
policy are defined as any asset class other than long duration fixed income securities and
include publicly traded equities, publicly traded high-yield fixed income securities and fund
of fund private equity. At December 31, 2012 and 2011, the actual allocation of Plan
assets is approximately 30% long duration fixed income securities and 70% return-seeking
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assets. The targeted pension asset allocation under the investment policy will occur over
the next several years as the funded status of the pension improves. Under the policy, at
least 95% of pension assets will, at all times, be invested in publicly traded equities, fixed
income securities and cash.

The Company provides certain health care and selected other post-retirement benefits to
all eligible employees and dependents of employees who retire from active employment.
Eligibility for post-retirement health care is subject to following benefit and service eligibility
requirements:

Prior to After 1/1/04 On or After

Non-represented Employees Hired 1/1/04 but Before 1/1/07 1/1/07
Years of service requirement 10 after age 45 15 after age 45 15 after age 45
Participants benefit cost responsibility N/A N/A 100 %
Cap on annual increase in health care costs paid

by the Company if not retired by 1/1/10 @ 4% 4% N/A
Represented Employees Eligible to Retire

Prior to Prior to January 1, 2006 to
Hired January 1, 2006 January 1, 2006 January 1, 2009
Eligible to Retire Before January 1, January 2, 2016 - After January 1,
2016 January 1, 2026 2026

Years of Service 10 Years after age 45 10 Years after age 45 15 Years after age 45
Premium Sharing No Yes Yes

Represented employees hired after January 1, 2009 are not eligible for post-retirement
health care.

All participants in the non-represented plan and the represented plan are required to enroll
in the Medicare Advantage program upon reaching age 65.

Postretirement health care benefits are subject to revision at the discretion of the
Company’s chief executive officer for non-represented employees and for represented
employees, is subject to collective bargaining agreements.

The Company’s postretirement health care plans are unfunded.

Effective January 1, 2009, all employees of Blue Care Network became employees of the
Company. As part of the employee transfer, the Company assumed responsibility for
administering and funding pension and other postretirement benefits for the former Blue
Care Network employees and retirees. Current pension and postretirement costs are
reimbursed to the Company from Blue Care Network on a pay-as-you-go basis. In
exchange for assuming the prior year’s unfunded postretirement health obligation of
$72,153,000, the parties executed an intercompany transfer agreement, whereby Blue
Care Network will repay the obligation assumed by the Company with annual installments,
over a 20-year term, of $3,608,000 annually. The intercompany postretirement balance
was $57,722,000 and $62,887,000 at 2012 and 2011, respectively. Intercompany cash
transfers of $8,162,000 and $6,234,000 in 2012 and 2011, respectively, were made
between Blue Care Network and the Company for pension costs. Also, BCN paid the
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Company $6,926,000 and $7,987,000 in 2012 and 2011, respectively, for its share of the
post-retiree health care costs.

A summary of assets, obligations, and assumptions of the pension and other
postretirement benefit plans at plan measurement dates of September 30, 2012 and 2011,
and as recorded as of December 31, 2012 and 2011, are as follows:

Pension Benefits Postretirement Benefits
2012 2011 2012 2011

Change in benefit obligation:

Benefits obligation — beginning of year $ 1,143,951,000 $ 1,101,605,000 $ 621,159,000 $ 632,644,000
Service cost 46,669,000 40,186,000 27,672,000 32,988,000
Interest cost 59,736,000 58,006,000 32,179,000 33,719,000
Actuarial loss (gain) 176,000,000 1,574,000 62,925,000 (47,470,000)

Benefits and administrative expenses

paid (56,359,000) (57,626,000) (28,654,000) (30,721,000)
Amendments 22,000 206,000
BCN employee merger
Curtailment/settlement recognition
Benefits obligation — end of year $ 1,370,019,000 $ 1,143,951,000 $ 715,281,000 $ 621,160,000
Pension Benefits Postretirement Benefits
2012 2011 2012 2010
Change in plan assets:
Fair value of plan assets — beginning
of year $ 793,455,000 $ 725,760,000 $ - $ -
Actual return on plan assets 165,587,000 42,541,000
Contributions received 89,572,000 79,576,000
Benefits and administrative expenses
paid (53,384,000) (54,422,000)
Fair value of plan assets — end of year $ 995,230,000 $ 793,455,000 $ - $ -
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Pension Benefits Postretirement Benefits
2012 2011 2012 2011
Funded status:
Projected benefit obligation $ 1,370,019,000 $ 1,143,950,000 $ 715,281,000 $ 621,159,000
Fair value of plan assets 995,230,000 793,455,000
Unfunded status 374,789,000 350,495,000 715,281,000 621,159,000
Unamortized prior service cost (5,204,000) (6,316,000) 26,741,000 34,637,000
Unrecognized net (loss) gain (506,358,000) (443,357,000) (210,027,000) (156,487,000)
Contribution between
measurement date and fiscal
year end (735,000) (721,000)
Additional minimum liability 415,933,000 370,515,000
Net pension liability $ 278,425,000 $ 270,616,000 $ 531,995,000 $ 499,309,000

Accrued pension expense included

in other liabilities $ 278,425,000 $ 270,616,000 $ 531,995,000 $ 499,309,000
Information for pension plans with

an accumulated benefit obligation

in excess of plan assets:

Projected benefit obligation 1,370,019,000 1,143,951,000
Accumulated benefit obligation 1,274,390,000 1,064,793,000
Fair value of plan assets 995,230,000 793,455,000

Pursuant to the guidance contained in SSAP No. 89, Accounting for Pensions, when the
accumulated benefit obligation (ABO) of the pension plan exceeds fair value of plan assets
at the measurement date, an additional minimum liability (AML) is required to be
recognized in the Company’s statutory basis financial statements, with a corresponding
reduction to statutory surplus. The AML amounts at December 31, 2012 and 2011 are
$415,933,000 and $370,515,000.

Projected benefit obligation as of December 31, 2012 and 2011, for non-vested employees
are as follows:

Pension Benefits Postretirement Benefits
2012 2011 2012 2011
Projected benefit obligation for
nonvested employees $ 19,557,000 $ 16,544,000 $ 127,145,000 $ 110,599,000

Components of net periodic benefit cost as of December 31, 2012 and 2011 are as

follows:
Pension Benefits Postretirement Benefits
2012 2011 2012 2011

Service cost $ 46,669,000 $ 40,186,000 $27,672,000 $ 32,988,000
Interest cost 59,736,000 58,006,000 32,179,000 33,719,000
Expected return on plan assets (72,603,000) (69,144,000)

Amortization 21,162,000 16,209,000 (911,000) 4,059,000
Total benefit cost $ 54,964,000 $ 45,257,000 $ 58,940,000 $ 70,766,000
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The assumptions used in determining the actuarial present value of the projected benefit
obligations as of December 31, 2012 and 2011, as listed above are as follows:

Postretirement

Pension Benefits Benefits

2012 2011 2012 2011
Discount rate 423 % 5.15 % 4.38 % 5.60 %
Rate of compensation increase 5.55 5.58
Expected long-term rate of return on plan assets 8.00 8.00

For 2012 measurement purposes, the health care trend rate on covered postretirement
benefits is assumed to be:

Post 65 Non Post 65
Medicare Medicare Medicare
Pre 65 Advantage Advantage Advantage
PPO HMO
Trend Rate in 2012 7.80 % 7.20 % 11.40 % 8.88 %
Grading down to in 2020 and beyond 5.00 % 5.00 % 5.00 % 5.00 %

For 2012 measurement purposes, the drug care trend rate on covered postretirement
benefits is assumed to be 7.2% for 2013, ratably downgrading to 5% by 2016 and all years
thereafter.

Assumed health care cost trend rates have a significant effect on the amounts reported for
the health care plans. A one-percentage-point change in assumed health care cost trend
rates would have the following effects:

One-Percentage-Point One-Percentage-Point

Increase Decrease
Effect on total of service and interest cost
components $ 8,182,000 $ (6,069,000)
Effect on postretirement benefit obligation 105,718,000 (79,754,000)

The gross benefit payments expected to be paid and Medicare Part D subsidies
anticipated to be received by the Company as of December 31, 2012, are as follows:

Pension Benefits Postretirement Benefits

Years Ending Future Benefit Future Benefit Anticipated
December 31 Payments Payments Future Subsidies
2013 $ 65,550,000 $ 39,200,000 $ 2,420,000
2014 74,250,000 41,070,000 2,790,000
2015 84,300,000 43,440,000 3,140,000
2016 85,890,000 45,380,000 3,500,000
2017 88,100,000 47,380,000 3,900,000
2018 through 2022 505,020,000 271,310,000 25,710,000
Total $ 903,110,000 $ 487,780,000 $ 41,460,000

25.24



Statement as of December 31, 2012 of the BLUE CROSS BLUE SHlELD OF MlCHlGAN

The fair values of the Company’s retirement income plan assets by asset category at
September 30, 2012 are as follows:

Fair Value Measurements Using
Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs

(Level 1) (Level 2) (Level 3) Total
Cash equivalents $ 39,874,000 $ $ $ 39,874,000
Commingled Pension Trust @ 323,226,000 323,226,000
Insurance Annuity Contract 461,000 461,000
Limited Partnership 37,380,000 37,380,000
Equity securities - U.S. Companies 233,588,000 29,097,000 262,685,000
U.S. Treasury securities 85,374,000 85,374,000
Corporate bonds ® 245,652,000 245,652,000
Mortgage-backed securities 578,000 578,000
Total $ 358,836,000 $ 598,553,000 $ 37,841,000 $ 995,230,000

® Includes pension master trust’s interest in PIMCO stock-plus limited partnership, a

commingled fund representing the pension core equity allocation and bench marked against
the S&P 500 of $205,515,000 and master trust’s holding in Capital Guardian Non US Equity

Fund, a commingled trust representing the pension’s international equity allocation
$117,711,000.

®) Corporate bonds include fixed-income securities in separately managed portfolios. The

diversified fixed income mandate is targeted at 30% of pension assets and is managed by
Western Asset Management Company. Loomis Sayles and Company manages a high-yield

fixed-income portfolio targeted at 9% of pension assets.

The fair values of the Company’s retirement income plan assets by asset category at
September 30, 2011 are as follows:

Fair Value Measurements Using
Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs

(Level 1) (Level 2) (Level 3) Total
Cash equivalents $ 38,403,000 $ 2,174,000 $ $ 40,577,000
Commingled Pension Trust @ 207,831,000 207,831,000
Insurance Annuity Contract 566,000 566,000
Limited Partnership 37,436,000 37,436,000
Equity securities - U.S. Companies 214,786,000 17,375,000 214,000 232,375,000
U.S. Treasury securities 78,352,000 78,352,000
Corporate bonds ® 194,713,000 42,000 194,755,000
Mortgage-backed securities 1,220,000 343,000 1,563,000
Total $ 331,541,000 $ 423,313,000 $ 38,601,000 $ 793,455,000

® Includes pension master trust’s interest in PIMCO stock plus limited partnership, a

commingled fund representing the pension core equity allocation and bench marked against
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the S&P 500 of $143,935,000 and master trust’s holding in Capital Guardian Non US Equity
Fund, a commingled trust representing the pension’s international equity allocation
$63,890,000.

®) Corporate bonds include fixed-income securities in separately managed portfolios. The
diversified fixed income mandate is targeted at 30% of pension assets and is managed by
Western Asset Management. Loomis Sayles and Company manages a high yield fixed-
income portfolio targeted at 9% of pension assets.

The Company’s assets measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) for 2012 and 2011, is presented as follows:

Fair Value Measurements Using Significant
Unobservable Inputs (Level 3)

Limited Insurance
Equities Partnership Annuity Other Total

Beginning balance at October 1, 2010 $ 0 $ 24,562,000 $ 658,000 $ 0 $ 25,220,000
Actual return on plan assets:

Relating to assets still held at the reporting date 80,000 8,122,000 1,000 8,203,000

Relating to assets sold during the period

Purchases, sales, and settlements 4,752,000 (92,000) 342,000 5,002,000

Transfers in and/or out of Level 3 134,000 42,000 176,000
Ending balance at September 30, 2011 214,000 37,436,000 566,000 385,000 38,601,000
Actual return on plan assets:

Relating to assets still held at the reporting date 84,000 1,096,000 (49,000) 1,131,000

Relating to assets sold during the period (116,000) (116,000)

Purchases, sales, and settlements (1,152,000) 11,000 (4,000) (1,145,000)

Transfers in and/or out of Level 3 (298,000) (332,000) (630,000)
Ending balance at September 30, 2012 $ - $ 37,380,000 $ 461,000 $ - $ 37,841,000

The Company contributed $89,572,000 in 2012 and $79,576,000 in 2011 to its defined
benefit pension plans. As of December 31, 2012, the Company expects to contribute up to
$30,000,000 in required contributions and possibly up to another $60,000,000 in voluntary
contributions to its defined benefit pension plans in 2013.

Nongualified Plans — Retirement benefits are provided for a group of key employees
under nonqualified defined benefit pension plans. The general purpose of the plans is to
provide additional retirement benefits to participants who are subject to the contribution
and benefit limitations contained in the Internal Revenue Code. Benefits under the plans
are unfunded and paid out of the general assets of the Company. The accumulated benefit
obligation for these plans was $39,326,000 and $30,806,000 at September 30, 2012 and
2011, respectively.
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13.

14,

(op

CAPITAL AND SURPLUS, SHAREHOLDERS’ DIVIDEND RESTRICTIONS AND QUASI-
REORGANIZATIONS

Under the provisions of P.A. 350 of the State of Michigan, the Company must maintain
adequate subscriber reserves to comply with Section 403 of the Michigan Insurance Code,
which requires authorized insurers to be safe, reliable and entitled to public confidence. As
a result, the Company is required to file with OFIR, on an annual basis, its risk-based
capital (RBC) calculation based on the National Association of Insurance Commissioners
(NAIC) model. P.A. 350 requires the Company to maintain a RBC ratio of at least 200%
but not to exceed 1,000% of subscriber reserves. In addition, under the terms of the
Company’s license agreement with the Blue Cross Blue Shield Association (BCBSA), if
the Company’s RBC ratio is between 375% and 200%, it is subject to financial monitoring.
If the Company’s RBC ratio falls below 200%, the license agreement with BCBSA is
subject to termination. At December 31, 2012 and December 31, 2011, the Company was
in compliance with both the OFIR and BCBSA RBC requirements.

BCBSM has no preferred stock outstanding.

Under the provisions of P.A. 350, the Company is deemed a charitable and benevolent
institution whose primary purpose is to promote the distribution of healthcare services for
all Michigan residents. As such, the Company has no investors or contributed capital.

Dividend payment restriction — NOT APPLICABLE

Surplus Restriction — NOT APPLICABLE

The total amount of advances to surplus not repaid — NOT APPLICABLE

The amount of stock held by BCBSM for special purposes — NOT APPLICABLE

Special surplus funds changes — NOT APPLICABLE

The portion of unassigned funds (surplus) represented or reduced by each item below:

. Unrealized gains and losses $ 281,899,223
. Nonadmitted asset values $ 7,713,918
. Provision for reinsurance $ -

Surplus debentures of similar obligations — NOT APPLICABLE

Impact of any restatement due to quasi-reorganization — NOT APPLICABLE
Effective dates of all quasi-reorganizations in the prior 10 years — NOT APPLICABLE
CONTINGENCIES

Contingent Commitments — NOT APPLICABLE

Assessments — NOT APPLICABLE

Gain Contingencies — NOT APPLICABLE

Claims Related Extra Contractual Obligation Lawsuits — NOT APPLICABLE
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15.

E. All Other Contingencies

Hospital Contracts — On October 18, 2010 the U.S. Department of Justice filed a lawsuit
against the Company seeking to restrict its ability to provide the most deeply discounted
rates from Michigan hospitals alleging that the use of most favored nation provisions in
hospital contracts restricts marketplace competition. The Department of Justice is seeking
injunctive relief that would prevent the Company from using similar language in any of its
current or future contracts with providers. The lawsuit is not seeking financial damages.
Two civil lawsuits alleging the similar legal arguments as the U.S. Department of Justice
lawsuit have also been filed seeking injunctive and monetary relief. The Company believes
that these lawsuits are without merit and will defend its ability to negotiate the deepest
possible discounts for its members and customers with Michigan hospitals. As these
lawsuits are in the early stages of development, it is not yet possible to make an
assessment regarding probability of an adverse outcome, nor estimate a range of potential
loss. Aetna has indicated, during the course of discovery, that they are seeking in excess of
$1 billion in damages.

Customer Disputes — The Company is currently involved in lawsuits with several local
self-funded group customers that allege the Company charged the groups provider network
and other fees without their knowledge. The groups allege breach of contract and fiduciary
duty. These cases are in various stages of development. The Company believes it has
meritorious defenses and the Michigan Court of Appeals has overturned one of the adverse
decisions.

Accident Fund — In 2007 the Company made a $125,000,000 capital contribution to the
Accident Fund to ensure that the subsidiary maintained its financial rating and competitive
position in the marketplace. The Michigan Attorney General filed a lawsuit that the capital
contribution violated PA 350 which prohibits the Company from subsidizing the Accident
Fund. The last remaining claim has been dismissed by the trial court in favor of BCBSM.
The Michigan Attorney General has filed an appeal.

Other — The Company is a defendant in numerous other lawsuits and involved in other
matters arising in the normal course of business primarily related to subscribers’ benefits,
breach of contracts, provider reimbursement issues and provider participation
arrangements. The Company defends these matters and while the ultimate outcome of
these lawsuits are not final, the Company’s management, as of December 31, 2012,
estimates that these matters will be resolved without a material adverse effect on the
Company’s future financial position or results of operations.

Where available information indicates that it is probable that a loss has been incurred as of
the date of statutory basis financial statements and can reasonably estimate the amount of
that loss, the Company will accrue the estimated loss. As of December 31, 2012 and 2011,
the Company recorded in General Expenses Due or Accrued, approximately $24,362,000
and $31,491,000, respectively for all probable losses.

LEASES

During 2011, the Company paid-off all its sale-leaseback obligations entered into prior to
December 31, 2010.

The Company leases certain computer equipment and office space under various non-
cancelable operating leases. Rental expense for the periods ending December 31, 2012
and December 31, 2011 was $16,855,000 and $8,893,000, respectively. As of December
31, 2012, future minimum lease payments, which include the EIN lease, are as follows:
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16.

17.

Years Ending December 31

2013 14,769,000
2014 13,998,000
2015 12,845,000
2016 13,232,000
2017 13,794,000
2018 and thereafter 72,619,000
Total $ 141,257,000

INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET
RISK AND FINANCIAL INSTRUMENTS WITH CONCENTRATIONS OF CREDIT RISK —
NOT APPLICABLE

SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND EXTINGUISHMENTS
OF LIABILITIES —

. Transfers of Receivables Reported as Sales — NOT APPLICABLE

. Transfer and Servicing of Financial Assets

The Company, in the normal course of business, enters into security lending agreements
with a custodian bank. Under this agreement, the Company lends equity and bond
securities in exchange for collateral, approximating at least 102% of the value of the
securities loaned. Cash collateral is invested by the custodian bank in commingled trusts.
The security lending agreements are primarily overnight in nature and subject to renewal
or termination.

Fair value of loaned securities as of December 31, 2012 and 2011, consists of the
following:

2012 2011
Bonds $ 13,040,875 $ 19,075,000
Equity 4,230,016 8,004,000
Total $ 17,270,891 $ 27,079,000

Collateral received as of December 31, 2012 and 2011, consists of the following:
2012 2011

Cash collateral $ 17,620,770 $ 27,655,000

Reinvested cash collateral as of December 31, 2012 and 2011, consists of the following:

2012
Book/Adjusted Fair
Carrying Value Value
Commingled trust — liquidity $ 3,465,604 $ 3,423,575
Commingled trust — duration 14,155,166 13,939,940
Total reinvested $ 17,620,770 $ 17,363,515
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2011
Book/Adjusted Fair
Carrying Value Value
Commingled trust — liquidity $ 7,616,000 $ 7,614,000
Commingled trust — duration 20,039,000 19,349,000
Total reinvested $ 27,655,000 $ 26,963,000

C. Wash Sales — NOT APPLICABLE

18. GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED PLANS AND THE
UNINSURED PORTION OF PARTIALLY INSURED PLANS

A. ASO Plans — NOT APPLICABLE

B. ASC Plans - The loss from operations of administrative service contracts (ASC) uninsured

plans and the uninsured portion of partially insured plans (ASC plans with stop loss
coverage) for the period ended December 31, 2011, are as

follows:

Gross reimbursement for medical cost
incurred

Gross administrative fees accrued

Gross expenses incurred (claims and
administrative)

Total net gain (loss) from operations

Net Underwriting Gain(Loss)

Premiums fees and reimbursements

Claims Incurred
Administrative Expenses
Total Operating Expenses
Underwriting Loss before PDR
Premium Deficiency Reserve

Underwriting Loss After PDR

ASC Plans
without StopLoss

ASC Plans
With StopLoss

Total

$ 3,989,788,524 $ 6,270,992,106 $ 10,260,780,630

336,631,531 550,379,098 887,010,629

4,394,423,656 6,931,397,211 11,325,820,866

$ (68,003,600) $ (110,026,007) $ (178,029,607)
Insured ASC Total

$ 6,412,685,175 $ 11,147,791,259 $ 17,560,476,434

5,598,867,238 10,260,780,630 15,859,647,869

893,410,330 1,065,040,236 1,958,450,566

6,492,277,568 11,325,820,866 17,818,098,434

(79,592,392) (178,029,607) (257,622,001)

36,643,753 - 36,643,753

$ (42,948,638) $  (178,029,607) $  (220,978,245)
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The (loss) gain from operations of administrative service contracts (ASC) uninsured plans
and the uninsured portion of partially insured plans for the period ended December 31,
2011, are as follows:

ASC Plans ASC Plans
without StopLoss With StoplLoss Total

Gross reimbursement for medical cost

incurred

Gross administrative fees accrued

Gross expenses incurred (claims and

administrative)

Total net gain (loss) from operations

Net Underwriting Gain(Loss)

Premiums fees and reimbursements

Claims Incurred

3,955,754,528
328,080,952

4,320,703,643

5,903,457,381
491,716,331

6,465,749,070

9,859,211,909
819,797,283

10,786,452,712

(36,868,163)

(70,575,358)

(107,443,519)

Insured

ASC

Total

6,395,397,758

10,679,009,193

17,074,406,951

5,556,566,983

9,859,211,909

15,415,778,892

Administrative Expenses 843,326,914 927,240,803 1,770,567,717
Total Operating Expenses 6,399,893,897 10,786,452,712 17,186,346,609
Underwriting Loss before PDR (4,496,140) (107,443,519) (111,939,658)
Premium Deficiency Reserve 63,103,000 - 63,103,000
Underwriting Loss After PDR $ 58,606,861  $ (107,443,519) $ (48,836,658)

D. Medicare or Similarly Structured Cost Based Reimbursement Contract — NOT
APPLICABLE

19. DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS/THIRD
PARTY ADMINISTRATORS - NOT APPLICABLE

20. FAIR VALUE MEASUREMENTS
A. Inputs Used for Assets and Liabilities Measured and Reported at Fair Value
1. Items Measured and Reported at Fair Value by levels 1, 2 and 3

The Company and its investment managers determine fair values by applying the following
guidelines. If available, the Company uses market prices in active markets for identical assets
and classifies these assets as Level 1. When market prices for identical financial instruments
in an active market are not available, the Company estimates fair value based on quoted
prices for similar assets in active markets, quoted prices for identical assets in inactive
markets, and/or inputs derived from observable market data, and classifies these assets as
Level 2. In situations where there is little or no market activity for same or similar financial
instruments, the Company estimates fair value using its own assumptions about future cash
flows and appropriate risk-adjusted discount rates and classifies these assets as Level 3.

Commingled international equity funds are recorded at fair value based on the underlying

investments in the funds which consist primarily of securities with quoted market prices in
active markets. As a result, such funds have been classified as level 2 investments.
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The Company’s assets and liabilities measured and recorded at fair value as of December 31,

2012, are as follows:

Description of each class of asset or liability
a. Assets at fair value
Common Stock
Industrial and Miscellaneous
Total Common Stocks
Other
Commingled International Equity Funds
Private Mutual Fund
Total Other
Security Lending Collateral
Security Lending Quality Trust - Liquidity
Security Lending Quality Trust - Duration
Total Security Lending Collateral

Total assets at fair value

b. Liabilities at fair value

Total liabilities at fair value

Total assets and liabilities at fair value

(Level 1)

$ 741,447,162
$ 741,447,162

$ -

$ 741,447,162

$ -

$ 741,447,162

(Level 2)

$ 58,403,351
$ 19,418,948
$ 77,822,299

$ 3,423,575
$ 13,939,940
$ 17,363,515

$ 95,185,814

$ -

$ 95,185,814

(Level 3)

Total

741,447,162
741,447,162

B

58,403,351
19,418,948
77,822,299

@ B P

3,423,575
13,939,940
17,363,515

@ P P

$ 836,632,976

$ 836,632,976

During the current year the Company transferred of $19,418,948 of securities valued using
the net asset value method from Level 1 to Level 2.

The Company’s assets and liabilities measured and recorded at fair value as of

December 31, 2011, are as follows:

Fair Value Measurements Using

Quoted Prices

in Active Significant
Markets for Other Lack of
Identical Observable Observable Total
Assets Inputs Inputs Fair
(Level 1) (Level 2) (Level 3) Value
Bonds
U.S. Governments $ - 3% 49 % - $ 49
Total bonds - 49 - 49
Common Stock
Industrial and miscellaneous 652,410,821 - - 652,410,821
Total common stock 652,410,821 - - 652,410,821
Commingled international equity funds - 49,310,978 - 49,310,978
Total investments $ 652,410,821 $ 49,311,027 $ - 0% 701,721,848

2. Roll forward of Level 3 ltems
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The Company has no assets measured and recorded at fair value in the Level 3 category at
December 31, 2012 or December 31, 2011. The table below reflects this statement.

Fair Value Measurements Using
Significant Unobservable Inputs (Level 3)

Auction-Rate
CDDO Securities Other Total
Balance at January 1, 2011 $ - $ - $ - $ -

Transfers into Level 3

Transfer out of Level 3

Total Gains (Losses) Included in Net Income
Total Gains (Losses) Included in Surplus
Purchases

Issurances

Sales

Settlements

Ending balance at December 31, 2011 $ - $ - $ - $ -
Balance at January 1, 2012 $ - $ - $ - $ -

Transfers into Level 3
Transfer out of Level 3
Total Gains (Losses) Included in Net Income

Total Gains (Losses) Included in Surplus
Purchases

Issurances
Sales
Settlements

Ending balance at December 31, 2012 $ - $ - $ - $ -

3. Policy on Transfers Into and Out of Level 3

Transfers between levels may occur due to changes in the availability of market observable
inputs. Transfers in and/or out of any level are assumed to occur at the end of the period.
During the current year, no transfers into or out of Level 3 were required.

4. Inputs and Techniques Used for Level 2 and Level 3 Fair Values

Transfers into Level 3 - Assets and liabilities are transferred into Level 3 when a significant
input can no longer be corroborated with market observable data. This occurs when market
activity related to particular securities becomes unobservable. Transfers into Level 3 are
reflected as if they had occurred at the end of the period. Loan-backed securities are stated
at amortized cost. Premiums and discounts on loan-backed bonds and structured securities
are amortized using the retrospective method based on anticipated prepayments at the date
of purchase. Prepayment assumptions are obtained from broker-dealer survey values or
internal estimates. Changes in estimated cash flows from the original purchases assumptions
are accounted for using the prospective method.

5. Derivative Fair Values - NOT APPLICABLE
B. Other Fair Value Disclosures — NOT APPLICABLE

C. Fair Values for All Financial Instruments by Levels 1, 2 and 3.

25.33



Statement as of December 31, 2012 of the BLUE CROSS BLUE SHlELD OF MlCHlGAN

The table below reflects the fair values and admitted values of all admitted assets and
liabilities that are financial instruments excluding those accounted for under the equity method
(subsidiaries and joint ventures). The fair values are also categories into the three-level fair
value hierarchy as described above in Note 20A.

Not
Practicable
(Carrying
Type of Financial Instrument Fair Value Admitted Value (Level 1) (Level 2) (Level 3) Value)

Financial Instrument - Assets

Bonds 3,399,074,528 3,217,026,015 638,244,495 2,740,050,323 20,779,710
Preferred stock 2,416,730 1,567,364 2,416,730
Common Stock 741,447,162 741,447,162 741,447,162
Cash, cash equivalents
and short tem investments 514,868,738 514,868,738 514,868,738
Private Mutual Fund 19,418,948 19,418,948 19,418,948
Commingled International Equity Funds 58,403,351 58,403,351 58,403,351
4,735,629,457 4,552,731,578 1,894,560,395 2,820,289,352 20,779,710
Security Lending Collateral
Security Lending Quality Trust-Liquidity 3,423,575 3,465,604 - 3,423,575
Security Lending Quality Trust-Duration 13,939,940 14,155,166 - 13,939,940
Total Security Lending Collateral 17,363,515 17,620,770 - 17,363,515
Total assets at fair value 4,752,992,972 4,570,352,348 1,894,560,395 2,837,652,367 20,779,710
b. Liabilities at fair value
Derivative liabilities - - - - -
Total liabilities at fair value - - - - -
Total assets and liabilities at fair value 4,752,992,972 4,570,352,348 1,894,560,395 2,837,652,867 20,779,710

D.

Financial Instruments Not Practicable to Estimate Fair Values.

The Company held no securities at December 31, 2012 where it was not practicable to
determine the fair value of the investment.

21. OTHER ITEMS

A.

B.

Extraordinary Iltems — NOT APPLICABLE
Troubled Debt Restructuring — NOT APPLICABLE
Other Disclosures:

Blue Cross Blue Shield Association ("BCBSA") Deposit - As part of its Blue Cross
Blue Shield Association (“BCBSA”) license requirements, the Company is required to
maintain a custodial bank account to assure the payment of claims in the event of the
Company’s insolvency. The account balance is calculated as a percentage of the
Company’s unpaid claim liability and consists primarily of marketable securities. The funds
in the account are included in the Company’s investment portfolio. The Company has the
ability to trade and transfer securities within the account as long as the balance in the
account is at or above the required minimum. The required balance for the period April 1,
2012 through March 31, 2013, is $129,800,000. At December 31, 2012, the balance in
this custodial account was $171,380,804.
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National Health Care Reform - In March 2010, the Patient Protection and Affordable
Care Act and the Health Care and Education Reconciliation Act of 2010 were enacted
(collectively, these laws are known as the PPACA or the ACA). The structure of reform
changes the fundamentals of health care and health insurance dynamics, including
coverage requirements; insurance rules around issuance, rating, competition; and
regulatory and compliance requirements.

The establishment of a minimum medical loss ratio (MLR) took effect in January 2011.
Other significant changes, which will take effect over a multi-year period, with many
important provisions taking effect in 2014, include: prohibiting health insurers from denying
coverage or refusing claims based on preexisting conditions, expanding Medicaid
eligibility, subsidizing individual market and certain small group insurance premiums,
providing incentives for businesses to provide health care benefits, establishing health
insurance exchanges, makes various changes to Medicare payment formulas, and
provides support for public health and medical research.

The Company is preparing for open enroliment in the Exchange in October 2013 and will
be there to support customers and members as potential shifts occur in how health care is
purchased. Certain provisions of the PPACA require state action and implementation. The
State of Michigan has developed a strategic plan to implement the PPACA. OFIR has
been working with the Michigan Legislature to enact specific amendments to the Michigan
Insurance Code that will provide state authority to enforce consumer protections enacted
under the Federal law.

Reclassification — In 2012, other invested assets (reported in Schedule BA) aggregating
$20,220,545 were moved to preferred and common stocks in Schedule D Part 2 Section 1
and Schedule D Part 2 Section 2, respectively.
D. Uncollectible Assets on Uninsured plans
At December 31, 2012 and 2011, the Company had admitted assets of $143,163,223 and
$80,417,630, respectively in accounts receivable for uninsured plans. The Company
regularly assesses the collectability of these receivables. At December 31, 2012, less than
1 percent of the balance may be uncollectible.
E. Business Interruption Insurance Recoveries — NOT APPLICABLE
F. State Transferable Tax Credits - NOT APPLICABLE
G. Subprime Mortgage Related Risk Exposure — NOT APPLICABLE
22. EVENTS SUBSEQUENT
Management has evaluated all events subsequent to the Statement of Admitted Assets,
Liabilities, and Surplus date of December 31, 2012, through the date of its Annual
Statement filing of March 1, 2013, and has determined that there are no subsequent events
that require disclosure under SSAP No. 9R, Subsequent Events.

23. REINSURANCE

The Company terminated its reinsurance agreement in July 2011.
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24. RETROSPECTIVELY RATED CONTRACTS AND CONTRACTS SUBJECT TO

25.

26.

27.

28.

REDETERMINATION

A. The company establishes a liability for experience rated group contracts and portions of
Medicare Part D prescription drug contracts as a result of favorable experience based
on an actuarial estimate of underwriting gains which will be returned to customers,
either as cash refunds or future rate reductions. Liabilities for experience contracts were
$222,575,039 and $324,914,341 at December 31, 2012 and December 31, 2011,
respectively.

B. Under terms of most of the experience-rated contracts, recovery, if any, of underwriting
losses through future rate increases is not recognized until received.

C. During 2012 and 2011, net premiums written that are subject to retrospective rating
features were $1,623,750,765 and $1,843,379,019, respectively, which represents 25%
and 28%, respectively of total net premiums written for both years.

D. Medical Loss Ratio Rebates Required Pursuant to the Public Health Service Act — The
Company has not established a rebate liability as all MLR ratios are above required
minimum thresholds.

CHANGE IN INCURRED LOSSES AND LOSS ADJUSTMENT EXPENSES

This estimate is based upon historical claims experience modified for current trends and
changes in benefit coverage, which could vary as the claims are ultimately settled.
Processing expenses related to claims is accrued based on an estimate of expenses to
process such claims. Revisions in actuarial estimates are reported in the period in which they
arise. As of December 31, 2012, $509,617,803 has been paid for incurred claims attributable
to prior years. Reserves remaining for prior years as of December 31, 2012 were $5,173,199.

INTER-COMPANY POOLING ARRANGEMENTS — NOT APPLICABLE

STRUCTURED SETTLEMENTS — NOT APPLICABLE

HEALTH CARE RECEIVABLES

The Company receives pharmaceutical rebates from third-party pharmacy benefit managers.

Rebate accruals are calculated using recent history of rebates received to develop an
estimate. Activity for 2010-2012 is summarized as follows:

Estimated Pharmacy Actual Rebates Actual Rebates
Pharmacy Rebates Rebates Actual Rebates Received Received
as Reported on as Billed or Received Within Within 91 More Than
Financial Otherwise 90 Days to 180 180 Days
Quarter Statements Confirmed of Billing Days of Billing After Billing
December 31, 2012 $ 28,784,000 $ - $ - $ - $ -
September 30, 2012 27,905,000 31,264,000 - -
June 30, 2012 30,220,000 24,733,000 24,733,000
March 31, 2012 29,367,000 29,367,000 29,367,000
December 31, 2011 31,726,000 31,266,000 31,266,000
September 30, 2011 28,147,000 28,608,000 28,608,000
June 30, 2011 28,501,000 30,361,000 30,361,000
March 31, 2011 26,416,000 27,416,000 27,416,000
December 31, 2010 31,022,000 31,022,000 31,022,000
September 30, 2010 30,925,000 30,925,000 30,925,000
June 30, 2010 29,740,000 30,837,000 30,837,000
March 31, 2010 29,740,000 29,041,000 29,041,000
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29. PARTICIPATING POLICIES — NOT APPLICABLE

30. PREMIUM DEFICIENCY RESERVES

SSAP No. 54 requires companies to record an additional liability known as a PDR when
expected claim payments or incurred costs, claim adjustment expenses, and administration
costs exceed the premiums to be collected for the remainder of a contract period.

As noted in Note 1, a state-prescribed practice was issued by OFIR, which limits the PDR for
the Company’s individual lines of business to no more than two years. At December 31, 2012
and 2011, if such limit was not in place, an additional liability of $202,517,000 and
$224,127,000, respectively, would be recorded in the statutory basis financial statements.

PDR (included in aggregate health policy reserves) as of December 31, 2012 and 2011,
consist of the following:

Balance Balance
January 1, Additional December 31,
2012 Reserve Amortization 2012
MIChild $ 11,828,000 $ 15,242,000 $ 15,445,000 $ 11,625,000
Individual 147,328,000 (23,966,000) 45,177,000 78,185,000
Senior markets 180,087,000 176,202,000 143,498,000 212,791,000
Total $ 339,243,000 $ 167,478,000 $ 204,120,000 w
January 1, Additional December 31,
2011 Reserve Amortization 2011
MIChild $ 10,588,000 $ 15,242,000 $ 14,002,000 $ 11,828,000
Individual 121,037,000 71,471,000 45,180,000 147,328,000
Senior markets 270,722,000 52,864,000 143,499,000 180,087,000
Total $ 402,347,000 $ 139,577,000 $ 202,681,000 $ 339,243,000
Senior
MIChild Individual Markets Total
2013 $ 11,625,000 $ 78,185,000 $ 98,922,000 $ 188,732,000
2014 113,869,000 113,869,000
Total $ 11,625,000 $ 78,185,000 $ 212,791,000 $ 302,601,000

The MIChild PDR was established for the anticipated losses for the contract period in effect
ending September 30, 2013, on the state-sponsored insurance program, which provides
health and dental benefits for uninsured children of Michigan’s working families. The
outstanding receivable balances for excess losses were $24,333,000 and $35,050,000 as of
December 31, 2012 and 2011, respectively.

Under the provisions of PA 350, the Company operates as the insurer of last resort for the
residents of Michigan and must provide and renew coverage for all applicants regardless of
health status. In addition, the Company is required to provide health coverage to senior
citizens of Michigan at below market subsidized premium rates. Premium rates require prior
approval of the State Insurance Commissioner and are reviewed by the Attorney General.
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31.

The PDR for the Company’s individual business was established for anticipated losses
primarily due to expected future premium rate increases approved by OFIR being insufficient
to cover anticipated benefit trends and medical costs. The Company is projecting losses in
this product line for 2013 and is assuming that 2014 membership will be in new policies and
not subject to the PDR calculations.

The PDR for the Company’s Senior Segment (Medicare Complementary and Medicare
Advantage) was established for anticipated losses due to the expectation that for several
years future Medicare Complementary premium rates and subsidy transfer will be insufficient
to cover anticipated benefit costs. Currently, premium rates for the Medicare Complementary
products are capped pursuant to an agreement with the Michigan Attorney General through
July 31, 2016.

The Senior Segment PDR recorded at December 31, 2012 reflects the loss obligations for
years 2013 and 2014 that are expected to be realized in the Senior Segment for the Medicare
complimentary policies that are currently issued given the guarantee renewal of these policies.

Significant increases in membership could occur in the Medicare Complementary product due
to the guarantee issue requirement and below market premium rates. The current Senior
Segment PDR liability does not include an obligation for future enrollment of new members.
Significant increases in membership would result in future losses that could be material.

ANTICIPATED SALVAGE AND SUBROGATION

The Company took into account estimated anticipated salvage and subrogation in its
determination of the liability for unpaid claims/losses and reduced such liability by $9,152,000
and $5,561,108 for 2012 and 2011, respectively.
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES - GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which
is an insurer? Yes[X] No[ ]
If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing
disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model
Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards
and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ ] NAT |
State regulating? Michigan
Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settiement of the
reporting entity? Yes[ ] No[X]
If yes, date of change:
State as of what date the latest financial examination of the reporting entity was made or is being made. 12.31/2010
State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2010
State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 05/07/2012
By what department or departments?
Michigan Office of Financial and Insurance Regulation
Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial statement
filed with departments? Yes[ ] No[ ] NA[X]
Have all of the recommendations within the latest financial examination report been complied with? Yes[X] No[ 1 NAT[ ]
During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:
411 sales of new business? Yes[ ] No[X]
412  renewals? Yes[ ] No[X]
During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:
421  sales of new business? Yes[ ] No[X]
422  renewals? Yes[ ] No[X]
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ ] No[X]
If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.
1 2 3
Name of Entity NAIC Co. Code | State of Domicile
Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? Yes[ ] No[X]
If yes, give full information:
Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No[X]
If yes,
7.21  State the percentage of foreign control %
7.22  State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity
Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ ] No[X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ] No[X]
If response to 8.3 is yes, please provide the names and locations (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Federal
Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the affiliate's primary federal regulator.
1 2 3 4 5 6

Affiliate Name Location (City, State) FRB 0CC FDIC SEC

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche, Suite 3900, 200 Renaissance Center, Detroit, Michigan 48243-1704

Has the insurer been granted any exemptions to the prohibited non-audit services provided by the certified independent public accountant
requirements as allowed in Section 7H of the Annual Financial Reporting Model Regulation (Model Audit Rule), or substantially similar
state law or regulation? Yes[ ] No[X]
If the response to 10.1 is yes, provide information related to this exemption:
Has the insurer been granted any exemptions related to the other requirements of the Annual Financial Reporting Model Regulation as
allowed for in Section 17A of the Model Regulation, or substantially similar state law or regulation? Yes[ ] No[X]
If the response to 10.3 is yes, provide information related to this exemption:
Has the reporting entity established an Audit Committee in compliance with the domiciliary state insurance laws? Yes [X] No[ ] NA[ ]

If the answer to 10.5 is no or n/a, please explain.

What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
Dave Nelson FSA MAAA Vice President and Chief Actuary Blue Cross Blue Shield of Michigan, 600 E. Lafayette, MC 2010, Detroit, Michigan 48226
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GENERAL INTERROGATORIES

Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ ] No[X]
12.11  Name of real estate holding company

12.12  Number of parcels involved
12.13  Total book/adjusted carrying value
If yes, provide explanation.

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located? Yes[ ] No[ ]
Have there been any changes made to any of the trust indentures during the year? Yes[ ] No[ ]
If answer to (13.3) is yes, has the domiciliary or entry state approved the changes? Yes[ ] No[ ] NAT ]
Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions)

of the reporting entity subject to a code of ethics, which includes the following standards? Yes[X] No[ ]

a. Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;
b. Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;

C. Compliance with applicable governmental laws, rules and regulations;

d. The prompt internal reporting of violations to an appropriate person or persons identified in the code; and

e. Accountability for adherence to the code.

f the response to 14.1 is no, please explain:

Has the code of ethics for senior managers been amended? Yes[ ] No[X]
If the response to 14.2 is yes, provide information related to amendment(s).

Have any provisions of the code of ethics been waived for any of the specified officers? Yes[ ] No[X]
If the response to 14.3 is yes, provide the nature of any waiver(s).

Is the reporting entity the beneficiary of a Letter of Credit that is unrelated to reinsurance where the issuing or confirming bank is not on the

SVO Bank List? Yes[ ] No[X]
If the response to 15.1 is yes, indicate the American Bankers Association (ABA) Routing Number and the name of the issuing or confirming bank

of the Letter of Credit and describe the circumstances in which the Letter of Credit is triggered.

1 2 3 4
American Bankers
Association (ABA) Issuing or Confirming Circumstances That Can Trigger
Routing Number Bank Name the Letter of Credit Amount

PART 1 - COMMON INTERROGATORIES - BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof? Yes[X] No[ ]
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof? Yes[X] No[ ]
Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation

on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties

of such person? Yes[X] No[ ]

PART 1 - COMMON INTERROGATORIES - FINANCIAL

Has this statement been prepared using a basis of accounting other than Statutory Accounting Principles (e.g., Generally Accepted Accounting Principles)? Yes[ ] No[X]
Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

20.11 To directors or other officers

20.12 To stockholders not officers

20.13  Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):

20.21 To directors or other officers

20.22 To stockholders not officers

20.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the current year:

21.21 Rented from others

21.22 Borrowed from others

21.23 Leased from others

21.24  Other

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments? Yes[ ] No[X]
If answer is yes:

22.21  Amount paid as losses or risk adjustment

22.22 Amount paid as expenses

22.23  Other amounts paid

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?
If yes, indicate any amounts receivable from parent included in the Page 2 amount.

PART 1 - COMMON INTERROGATORIES - INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date (other than securities lending programs addressed in 24.03)? Yes[X] No[
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PART 1 - COMMON INTERROGATORIES - INVESTMENT

If no, give full and complete information relating thereto.

For security lending programs, provide a description of the program including value for collateral and amount of loaned securities, and whether
collateral is carried on or off-balance sheet (an alternative is to reference Note 17 where this information is also provided).
Refer to Note 17

Does the company's security lending program meet the requirements for a conforming program as outlined in the

Risk-Based Capital Instructions?

If answer to 24.04 is yes, report amount of collateral for conforming programs.

If answer to 24.04 is no, report amount of collateral for other programs.

Does your securities lending program require 102% (domestic securities) and 105% (foreign securities) from the counterparty at the
outset of the contract?

Does the reporting entity non-admit when the collateral received from the counterparty falls below 100%?

Does the reporting entity or the reporting entity's securities lending agent utilize the Master Securities Lending Agreement (MSLA)
to conduct securities lending?

For the reporting entity's security lending program, state the amount of the following as of December 31 of the current year:

24.101 Total fair value of reinvested collateral assets reported on Schedule DL, Parts 1 and 2.

24102 Total book adjusted/carrying value of reinvested collateral assets reported on Schedule DL, Parts 1 and 2.

24.103 Total payable for securities lending reported on the liability page.

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity or has the reporting entity sold or transferred any assets subject to a put option contract that is currently in force?
(Exclude securities subject to Interrogatory 21.1 and 24.03)

If yes, state the amount thereof at December 31 of the current year:

25.21 Subject to repurchase agreements

25.22  Subject to reverse repurchase agreements

25.23  Subject to dollar repurchase agreements

25.24  Subject to reverse dollar repurchase agreements

25.25 Pledged as collateral

25.26  Placed under option agreements

25.27 Letter stock or securities restricted as to sale

25.28 On deposit with state or other regulatory body

Yes[X] No[ | NA[ ]
I 17,620,770

Yes[X] No[ ] NA[ ]
Yes[X]  No[ ] NA[ ]

Yes [ X] No[ ] N/A[ ]

B 17,363,515
B 17,620,770
L 17,620,770

Yes[ 1 No[X]

2529 Other s
For category (25.27) provide the following:
1 2 3
Nature of Restriction Description Amount

Does the reporting entity have any hedging transactions reported on Schedule DB?
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
If no, attach a description with this statement.

Yes[ ] No[X]
Yes[ ] No[ ] NA[X]

Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity?
If yes, state the amount thereof at December 31 of the current year:

Excluding items in Schedule E-Part 3-Special Deposits, real estate, mortgage loans and investments held physically in the reporting entity's offices,
vaults or safety deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement
with a qualified bank or trust company in accordance with Section 1, Ill - General Examination Considerations, F. Outsourcing of Critical Functions

Custodial or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook?

Yes[X] No[ ]

For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
State Street Bank & Trust 801 Pennsylvania Kansas City, MO 64105
Federal Home Loan Bank of Indianapolis 8250 Woodfield Crossing, Indianapolis IN 46240
Fidelity Investments 100 Magellan Way, Covington, KY41015
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
Have there been any changes, including name changes, in the custodian(s) identified in 28.01 during the current year? Yes[ 1 No[X]
If yes, give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason
Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 3
Central Registration Depository Number(s) Name Address
105377 Loomis Sayles One Financial Center, Boston, MA 02111
106810 Munder Capital Management 480 Pierce St. Birmingham, MI 48009-6059
108518 Snyder Capital Management, LP One Market Plaza,Steuart Tower,Suite1200, San
110441 Western Asset Managemenet Co. 385 East Colorado Blvd, Pasadena CA 91101
50584 Piedmont Investment Advisors, LLC 411 West Chapel Hill Street,Suite 1100,Durham,|
113538 Herndon Capital Herndon Plaza, 100 Auburn Ave. NE Atlanta, GA|
106357 Thornburg Investment Management 2300 North Ridgetop Road, Santa Fe, NM 87506
111298 Arrowstreet Capital, Limited Partnership 200 Clarendon Street, 30th Floor, Boston, MA 02

Does the reporting entity have any diversified mutual funds reported in Schedule D-Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5 (b) (1)])?
If yes, complete the following schedule:

Yes[X] No[ ]

1 2 3 |
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
78462F 10 3|Spy Exchange Traded Funds 149,723,750
722005 62 6|PIMCO All Asset Fund 18,435,324
00769G 77 4|Advisors Inner Circle 19,418,948
464287 48 1]Ishares Russell Midcap Growth 1,921,680
29.2999. TOTAL 189,499,702
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29.3 For each mutual fund listed in the table above, complete the following schedule:

30.

311
312

313

321
322

33.1
33.2

341
34.2

35.1
35.2

PART 1 - COMMON INTERROGATORIES - INVESTMENT

1

2 3 4
Amount of Mutual
Fund's Book/Adjusted

Name of Mutual Fund Name of Significant Holding Carrying Value

(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
Spy Exchange Traded Funds Apple 4,725,281 12/31/2012
PIMCO All Assets None - Fund of Funds 12/31/2012
Ishares Russell Midcap Growth Crown Castle International 20,178 12/31/2012
Advisors Inner Circle GSMS 2007- GG10 AM 802,003 12/31/2012

Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement

1 2 3

Excess of Statement

Statement over Fair Value (-),

(Admitted) Fair or Fair Value over

Value Value Statement (+)

301 3,828,841,546 |............ 4,010,890,051 |...oociviennne 182,048,505
30.2  Preferred StOCKS. . .vurvrrrirsreeriirissirersssessessesseessenssnesssssssnnes | seessssessassanes 11,973,419 | oo 12,822,786 | .ovvvvivrerinrinns 849,367
30.3 3,840,814,964 |............ 4,023,712,837 | ..o 182,897,873

value for fair value.

30.4 Describe the sources or methods utilized in determining the fair values:
NAIC/SVO Custodians and Bloomberg

Was the rate used to calculate fair value determined by a broker or custodian for any of the securities in Schedule D?

If the answer to 31.1 is yes, does the reporting entity have a copy of the broker's or custodian's pricing policy (hard copy or electronic copy) for all

brokers or custodians used as a pricing source?

If the answer to 31.2 is no, describe the reporting entity's process for determining a reliable pricing source for purposes of disclosure of fair value for Schedule D.

Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed?
If no, list exceptions:

PART 1 - COMMON INTERROGATORIES - OTHER

Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any?

List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
Blue Cross Blue Shield Association 4,283,972
Amount of payments for legal expenses, if any?
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Hunton & Williams LLP 10,283,887
Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any?
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid

26.3

Yes[X] No[ ]

Yes[X] No[ ]

Yes[X] No[ ]

LI 4,404,340

................ 28,342,252

T 402,414
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1.1
1.2
1.3

1.4
1.5
1.6

3.1

3.2

41

4.2
5.1

5.2

5.3

71
7.2

9.1
9.2

10.1
10.2

GENERAL INTERROGATORIES
PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earned on U.S. business only

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.
Indicate total incurred claims on all Medicare Supplement insurance.
Individual policies:

Most current three years:

1.61 Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:

1.64 Total premium earned

1.65 Total incurred claims

1.66  Number of covered lives

Group policies:

Most current three years:

1.71  Total premium earned

1.72  Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:

1.74  Total premium earned

1.75 Total incurred claims

1.76  Number of covered lives

Health test: 1 2
Current Year Prior Year
2.1 Premium NUmerator..........ccoeeveverrienies | corverienan 6,319,342,469 | ......ccooouuu 6,439,147,298
2.2 Premium Denominator.............cceveeriens | covierinnan 6,319,342,469 | .....cceon.. 6,439,147,298

2.3 Premium Ratio (2.1/2.2

2.4 Reserve NUmerator..........ccocvveveirniennns

2.5 Reserve Denominator...........cc.ccveevveennns

2.6 Reserve Ratio (2.4/2.5).........ccccccvvvinnves | convssniiiniiissninnns 100.0 [ 100.0

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, and if the earnings of the reporting entity permits?

If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
dependents been filed with the appropriate regulatory agency?

If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?
Does the reporting entity have stop-loss reinsurance?

If no, explain:
Blue Cross Blue Shield of Michigan does not utilize stop-loss reinsurance due to the size and stability of the business and sufficient levels of capitalization

Maximum retained risk (see instructions):
5.31 Comprehensive medical

5.32  Medical only

5.33 Medicare supplement

5.34 Dental and vision

5.35 Other limited benefit plan

5.36 Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:

Yes[X] No[ ]
.305,226,360

....305,226,360
460,094,533
211,056

Yes[ ] No[X]

Yes [ X] No[ ]
Yes[X] No[ ]
Yes[ 1] No [ X]

Maintain a restricted custodial bank account determined on the basis of a formula set by BCBSA and continuation insurance coverage with Collins and Associates.

Does the reporting entity set up its claim liability for provider services on a service date basis?
If no, give details:
Claim Liabilities are based on paid/incurred claims triangulation

Provide the following information regarding participating providers:
8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

Does the reporting entity have business subject to premium rate guarantees?
If yes, direct premium earned:

9.21 Business with rate guarantees between 15-36 months

9.22 Business with rate guarantees over 36 months

Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts?
If yes:

10.21 Maximum amount payable bonuses

10.22 Amount actually paid for year bonuses

10.23 Maximum amount payable withholds

10.24 Amount actually paid for year withholds

27

Yes[ ] No[X]

46,513,938
46,513,938
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GENERAL INTERROGATORIES

PART 2 - HEALTH INTERROGATORIES

11.1 Is the reporting entity organized as:

11.12 A Medical Group/Staff Model, Yes[ | No[X]

11.13 An Individual Practice Association (IPA), or Yes[ ] No [X]

11.14 A Mixed Model (combination of above)? Yes[ ] No[X]
11.2 s the reporting entity subject to Minimum Net Worth Requirements? Yes[ 1] No[X]
11.3 If yes, show the name of the state requiring such net worth.
114 Ifyes, show the amountrequired.
11.5 s this amount included as part of a contingency reserve in stockholder's equity? Yes[ ] No[X]
11.6 If the amount is calculated, show the calculation:
12.  List service areas in which reporting entity is licensed to operate:

1
Name of Service Area

13.1 Do you act as a custodian for health savings account? Yes[ ] No [ X]
13.2 If yes, please provide the amount of custodial funds held as of the reportingdate. s
13.3 Do you act as an administrator for health savings accounts? Yes[ ] No [X]

13.4 If yes, please provide the balance of the funds administered as of the reporting date.
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FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2012 2011 2010 2009 2008
Balance Sheet Items (Pages 2 and 3)
1. Total admitted assets (Page 2, LiNe 28)..........covvervvereenmeernmrenneeessresnees | covvennne 7,469,445992 |........ 6,961,575,260 |......... 6,797,622,759 |........ 6,182,476,671 |......... 5,127,545,355
2. Total liabilities (Page 3, LiNe 24).......c.cocvrrenerimerinecenerneeineninesnineeens | eeeneeens 4,408,848,725 |........ 4,171,923,308 |......... 4,038,155,202 |........ 3,620,246,663 |......... 2,900,138,842
3. StALUIONY SUIPIUS. ..vcvveereeerrerrieeeeseeeeeeeesseseeesse e ssssssssssesssssnsssnes | ceseeens 3,060,597,267 |......... 2,789,651,952 |......... 2,759,467,557 |......... 2,562,230,008 |......... 2,227,406,513
4. Total capital and surplus (Page 3, Line 33).......ccccccouvvmevvmrrmmernnrerenrnns | creveenee 3,060,597,267 |......... 2,789,651,952 |......... 2,759,467,557 |......... 2,562,230,008 |......... 2,227,406,513
Income Statement Items (Page 4)
5. Total revenues (LINE 8).......cccuwrrrverrrirrrirerierieeisenissesssesssessssesssens | eveneeens 6,412,685,175 |........ 6,395,397,758 |......... 6,574,692,435 |....... 6,986,393,893 |......... 6,806,040,210
6. Total medical and hospital eXpenses (LiNe 18)..........couvecrerreeneernreerens | werreeens 5,598,867,238 |......... 5,556,566,983 |......... 5,793,567,136 |......... 6,395,751,497 |......... 6,107,862,995
7. Claims adjustment expenses (LiNe 20)..........c.ccccervurveereimerernresnnsrieneens | ereneeeeens 340,387,526 |............ 301,665,387 |............ 249,703,600 |............ 292,544,193 |........... 245,471,136
8. Total administrative eXpenses (LINE 21).........ccccvveverrerererrereeersereseesiens | coereesnns 731,052,409 |............ 649,105,046 |............ 562,582,673 |............ 542,482,269 |............ 482,568,788
9. Net underwriting gain (10S) (LiNE 24).........coeveuerrmerreerrrrrirereenrieniiens | wreereenes (220,978,245) | ... (48,836,658) | .......oncr (73,954,974) | ........... (256,501,066) |............. (20,598,709)
10.  Net investment gain (10SS) (LINE 27)........cvuerermreerrerneemeeeeseeseeeeseesnns | eereeesees 252,849,819 |............ 199,321,082 |....ccoonve 211,486,689 |............ 241,495,372 | ..covvvennc 62,719,392
11. Total other income (Lines 28 plUS 29)...........covveurvereemrrirnreeneeirererneeins | coerrerineesiens (268,260) | ............. (36,115,603) | ....cvvvvves (23,437,699) | ..covoevrerns 3,248,849 ... (14,421,621)
12. Netincome or (10SS) (LINE 32)........ccuuevereeemeriererieeinecssneniseessersns | creneeeeenenns (2,549,430) | ..ooovernnes 40,011,408 |............ 205,229,863 |......c.c..... 12,579,275 | .cooovvvvenens 4,124,919
Cash Flow (Page 6)
13. Net cash from operations (LN 11).......c.eeeeevmeeeenermeernerieesnesesessies | ereneeeeens 224,799,911 |.covvveen. 286,725,351 |..ccoveenn. 167,937,899 |........... (111,885,115) | .cooovennes (72,861,855)
Risk-Based Capital Analysis
14. Total adjusted CaItal..........covvvrrevererererreceieeieese e | ceeinens 3,060,597,267 |......... 2,789,651,952 |......... 2,759,467,557 |........ 2,562,230,008 |......... 2,227,406,513
15.  Authorized control level risk-based Capital............cooverreerrermreneeernnrinee | cerneeeeens 430,364,292 |............ 414,539,579 |........... 395,551,652 |....nn. 394,335,822 |............ 338,214,279
Enrollment (Exhibit 1)
16. Total members at end of period (Column 5, LIN€ 7)......covvvvvererreericriiens | cevireieienns 1,488,471 1,489,063 |.....ccco...... 1,530,557 |.oviieiine 1,667,179 | .o 1,730,312
17.  Total member months (ColuMN 6, LINE 7)........cccurverrrimmmicrenermineeeinenns | crereeeenenns 17,796,250 |.....ccooeuc. 17,946,160 |......cooonee. 18,757,734 |..covvvs 20,470,544 |............. 20,913,922

Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100 .0

18. Premiums earned plus risk revenue (Line 2 plus Lines 3 and 5).............
19. Total hospital and medical plus other non-health (Line 18 plus Line 19). | ....cccovvrvrvrerrennen. 87.8 | o 86.9 | oo 88.1 | oo 915 | o 89.7
20. Cost CONtAINMENE EXPENSES.......cevriiireireisiiieisissieesssseessssssessssessesssenns | eovessssessssssessessssns 2.3 | oo L I 15 | s 18 | s 14
21. Other claims adjustment EXPENSES.........c.vwururerrerereeineeneeeesseieesseereirees | coreessenseesssesesensens K I 3.0 | s 2.3 | e 24 | o 2.2
22. Total underwriting deductions (LINE 23)........ccevreririeninieeieneienies | sereereesssessesssennns 104.0 | oo 100.8 | coovvereeieiins 1011 | e 103.7 | oo 100.3
23. Total underwriting gain (10SS) (LINE 24)..........ovrurireereeneereernineineireiieens | ceveneeseeeeseessnensens [(2) | E— ({0 [P () ] (4 1 [ 0.3)
Unpaid Claims Analysis (U&I Exhibit, Part 2B)
24. Total claims incurred for prior years (Line 13 Col. 5).......cccovevenrerenrnnne | eevreireinns 514,791,002 |......co.... 503,216,022 |............ 574,147,051 |........... 611,438,173 |........... 554,051,907
25. Estimated liability of unpaid claims - [prior year (Line 13, Col. 6)]  |..eeeens 577,316,891 | ............ 632,573,250 | ...coonvn. 676,209,598 | ........... 650,538,313 | ... 669,330,578
Investments in Parent, Subsidiaries and Affiliates
26. Affiliated bonds (Sch. D SUMmMary, LINE 12, COL 1)...cuiuciiiieiiiieiiiiiiiens | erireeieiieeesiereeninies | eeeersiisssesssssesssssesenns | sessssesesssissesessssssesssssss | sosesesessssssssssssesssssesess | sesssessesessssssessssssesessses
27. Affiliated preferred stocks (Sch D. Summary, Line 18, Col. 1).......cccccovvs [ covvevreinenae 10,406,056
28. Affiliated common stocks (Sch D. Summary, Line 24, Col. 1).......cccccevees [ ovvnnes 1,563,213,456
29. Affiliated short-term investments (subtotal included in Sch. DA,

Verification, ColUMN 5, LINE 10)........ceiiuiirieiirieeieiseieseiseteseetssiesesines | svesessesesssesssssssssssess | serssssessssssesssssssesisssnses | sessssesesssssesssssssessssssess | soesessesssssesssssssessssssess | eevessesssssssessssssssesssns
30. Affiliated mortgage 10ans 0N Al ESTALE...........ciueieicieiciericeeiees [ | eressssesssssesssssesesens | eressesessssesessssessessssenss | esessssessessssesesssssneses | srsssessesessssessssessesesnns
31, All Other @ffIIATEA. .......cveervereericiieeeeee s | ceoeeseeneeneentenienisenines | seessesssessessestenieninens | eressnesines e nntenes | netiese et | st
32. Total of above LiNes 26 10 31........ccuvrrierniieenirsssiisssisssnssssesssenesssesenns | seseesas 1,573,619,512 | ......... 1,333,707,057 | ......... 1,218,983,700 | ......... 1,149,787,380 | ............ 993,625,630
33. Total investment in parent included in Lines 26 t0 31 @DOVE.........coviivii [ eovirnnininininieisiniinns [ erneesmssssesmesssesnessssnns | eosssmsssssssmsesssssnsesssnsnss | onsesssssssssssssssesssssssenes | sesessssesssssssssssssssesssees
NOTE: If a party to a merger, have the two most recent years of this exhibit been restated due to a merger in compliance with the disclosure

requirements of SSAP No. 3, Accounting Changes and Correction of Errors? Yes[ ] No[ ]

If no, please explain:
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SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

1 Direct Business Only

2 3 4 5 6 7 8 9
Federal Employees| Life & Annuity
Accident Health Premiums and | Property/ Total Deposit-
Active & Health Medicare Medicaid | Benefits Program Other Casualty Columns Type

State, Etc. Status Premiums Title XVIII Title XIX Premiums Considerations| Premiums 2 Through 7 Contracts

California.
Colorado
Connecticut
Delaware

District of Columbia
Florida

Georgia

Hawaii

® N Ok =

N
Nookswh~o®

Kansas
Kentucky.
Louisiana

NN DN = =
N =~ o ©ox

Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska.
Nevada

New Hampshire...
New Jersey..
New Mexico.
New York.
North Carolina.

BA DS DR DD D WD WWDWWWWWRDNRNDRNDNDNRN
D AR O 2O 000NN SO 000N R®

Vermont

Virginia
Washington
West Virginia
Wisconsin
Wyoming
American Samoa

SRS RS B IS N S
PO~ O 00N

Puerto Rico

U.S. Virgin Islands
Northern Mariana Islands
Canada
Aggregate Other alien. 0
Subtotal .885,234,016 373,858,968

Reporting entity contributions for
Employee Benefit Plans...........cccoou. | cooe. XXX eove | veverrererssenennens | veenensiesenseenns

61. Total (Direct Business)...........c......... () — 1 15,060,249,485 | .885,234,016

o o1
N o o

w
oo

o »
o ©

DETAILS OF WRITE-INS

58998. Summary of remaining write-ins for line 58............| coeevevrerriennens [0
58999. Total (Lines 58001 thru 58003 + 58998).......cccucreee | corerrereernirnnnnes 0

(L) - Licensed or Chartered - Licensed Insurance Carrier or Domicilied RRG;. (R)
(E) - Eligible - Reporting Entities eligible or approved to write Surplus Lines in the state; (N) - None of the above - Not allowed to write business in the state.
Explanation of basis of allocation by states, premiums by state, etc.

All Premiums Written on Michigan

(@) Insert the number of L responses except for Canada and Other Alien.
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BiieShel 20mome BLUE CROSS BLUE SHIELD OF MICHIGAN

of Michigan

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

SUBSIDIARY & AFFILIATE ORGANIZATION CHART

BLUE CROSS BLUE SHIELD
OF MICHIGAN
EIN 38-2069753
NAIC 54291, Group 572

Inc.

Accident Fund Holdings,

EIN 27-0521030
Group 572

NAIC 10166
Group 572

Accident Fund Insurance
Company of America
EIN 38-3207001

LifeSecure Holdings
Corporation
EIN 20-1420821
Group 572 AZ

Blue Care Network
of Michigan
EIN 38-2359234
NAIC 95610, Group 572

Blue Care of Michigan,
Inc.
EIN 38-2536979
NAIC 52037, Group 572

NASCO Corporation
EIN 58-1767730
GA

oy

United Wisconsin
Insurance Company
EIN 39-0941450
NAIC 29157,

LifeSecure Insurance
Company
EIN 75-0956156
NAIC 77720, Group 572

Blue Cross and
Blue Shield of
Michigan Foundation
EIN 38-2338506

BMH LLC*
EIN 30-0703311
DE

* See next page for
affiliated companies

Group 572 WI BCN Service

Company

EIN 38-3134881
Accident Fund General

Insurance Company

Blue Cross Complete
of Michigan
EIN 32-0026448
NAIC 11557, Group 572

Bloom Health Corporation
EIN 27-1038374
DE

EIN Properties LLC
EIN 45-1259278

EIN 20-3058200

NAIC 12304, Group 572 Blue Care Network**

Medical Malpractice

Self-Insurance Trust

Accident Fund National EIN 38-6561861

Insurance Company

Blue Care Network**
Stop-Loss and Casualty
Self-Insurance Trust
EIN 38-6561862

EIN 20-3058291
NAIC 12305, Group 572

Third Coast Insurance
Company
EIN 36-4072992
NAIC 10713,
Group 572 IL

Reporting: 1/11/13 rev.

[CompWest Insurance Co
EIN 20-1117107
NAIC 12177,
Group 572 CA

CWI Holdings, Inc.
EIN 52-2414206
Group 572 DE

All entities that do not reflect a particular state name or abbreviation are domiciled in Michigan.

** Blue Care Network of Michigan participates in these Trusts for self-insurance purposes.



9@15:5@3;33&31,2012m BLUE CROSS BLUE SHIELD OF MICHIGAN
SUBSIDIARY & AFFILIATE ORGANIZATION CHART

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

BMH LLC*
DE limited liability company
FEIN: 30-0703311

BMH SUBCO I LLC BMH SUBCO Il LLC AmeriHealth Mercy Services LLC
DE limited liability company DE limited liability company DE limited liability company
FEIN: 30-0703311 FEIN: 80-0768643 FEIN: 45-5415725
[
Keystone Mercy Health Plan AmeriHealth Mercy Health Plan
PA general partnership PA general partnership
FEIN: 23-2842344 FEIN: 23-2859523
I
I I I I ]
AmeLrngthh Mlercy of Sele((::t Heﬁﬂth ?f South Select Health of Shore Points AmeriHealth AmeriHealth
B ouisiana, inc.. arofing, Inc. Georgia, Inc. Mercy of Louisiana, LLC Northeast, LLC
@O LA business corporation SC business corporation - . e o - o
. . . GA business corporation LA limited liability company PA limited liability company
e FEIN: 227-3575066 FEIN: 57-1032456 FEIN: 20-2467931 FEIN: 77-0632420 FEIN: 45-4244113
NAIC Code: 14143 NAIC Code: 95458 ' ' ’
I I I I ]
AmeriHealth Mercy of PerformRx, LLC AmeriHealth Mercy AmerlHeall:]hc Nebraska, Florida True Health, Inc.
Indiana, Inc. PA limited liability company Perform RX IPA of NY, LLC NE business C'0r oration FL business corporation
IN business corporation FEIN: 27-0863878 NY limited liability company FEIN: 45—379%685 FEIN: 45-4088232
FEIN: 20-4948091 FEIN: 26-1809217 y . NAIC Code: 14378
NAIC Code: 14261

AMHP Holdings Corp.
PA business corporation
FEIN: 26-1144363

Community Behavioral Healthcare
Network of Pennsylvania, Inc.
PA business corporation
FEIN: 25-1765391

CBHNP Services, Inc.
PA business corporation
FEIN: 26-0885397
NAIC Code: 13630

Reporting: 1/11/13 rev. All entities that do not reflect a particular state name or abbreviation are domiciled in Michigan. *Blue Cross Blue Shield of Michigan owns a 38.7% stake of BMH LLC
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